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AUTHORIZING THE SALE OF THE STEAMSHIPS 
“MONTEREY” AND “LA GUARDIA” 





THURSDAY, JULY 21, 1955 


Hovse or REPRESENTATIVES, 


CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 


The committee met at 11 a. m., pursuant to call, in room 219, Old 
House Office Building, Hon. Herbert C. Bonner (chairman) presiding. 

The CuatrMan. The committee will come to order. 

The business before the committee at this time is the consideration 
of the resolutions dealing with the steamship Monterey. 

The resolutions will be inserted in the record at this point. 

(H. J. Res. 380, by Mr. Miller of California, is identical with H. J. 
Res. 369 by Delegate Farrington of Hawaii, H. J. Res. 370 by Mr. Allen 
of California, H. J. Res. 371 by Mr. Mailliard of California, H. J. 
Res. 372 by Mr. Shelley of California, and H. J. Res. 373 by Mr. Tol- 
lefson of Washington State.) 

(The resolution referred to follows :) 


[H. J. Res. 380, 84th Cong., 1st sess.] 


JOINT RESOLUTION To authorize the Senestaty of Commerce to sell the steamship 
onterey 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) the Secretary of Commerce is hereby 
authorized, during a period of six months after the enactment of this Act to sell 
the steamship Monterey and the uninstalled materials heretofore acquired by the 
United States with said vessel, which are held in storage by the Maritime 
Administration, Department of Commerce, to a citizen of the United States at 
competitive bidding, subject to the provisions of this Act and such terms and 
conditions not contrary hereto as the Secretary may prescribe. The vessel with 
such materials shall be sold on an “as is, where is” basis, at an aggregate 
minimum sales price of $3,081,665.72, depreciated on the basis of a ten-year 
life from August 6, 1952, to the date of the award of the contract of sale. 
Such sale shall be made upon a condition and agreement that the purchaser 
expand at least $10,000,000 to recondition the vessel satisfactory to the Secretary 
of Commerce in a domestic shipyard for passenger service, with documentation 
under the laws of the United States. Such sale shall be on the basis of the 
payment of not less than 25 per centum of the sale price of the vessel and mate- 
rials at the time of the execution of such sales contract, with balance payable 
in approximately equal annual installments over the life expectancy of the 
vessel after reconditioning by the purchaser which life expectancy shall be 
determined jointly by the Secretary of the Treasury and the Secretary of Com- 
merce, with interest on the portion of the sales price remaining unpaid at the 
rate of 314 per centum per annum; with right of prepayment from time to time 
of any or all of the sales price remaining unpaid. The obligation of the pur- 
chaser with respect to payment of such unpaid balance, with interest, shall be 
secured by a first preferred mortgage on the vessel sold, which mortgage may 
provide that the sole recourse against the purchaser under such mortgage, and 
any of the notes secured thereby, shall be limited to repossession of the vessel 
by the United States and the assignment of insurance claims, if the purchaser 
shall have complied with all provisions of the mortgage other than those relating 
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to the payment of principal and interest when due, and’ the obligation of the 
purchaser shall be satisfied and discharged by the surrender of the vessel, and 
all right, title, and interest therein to the United States. Such vessel upon 
surrender shall be (1) free and clear of all liens and encumbrances whatsoever, 
except the lien of the above-mentioned preferred mortgage and any other mort- 
gage held by the Secretary of Commerce pursuant to an assignment under title 
XI of the Merchant Marine Act, 1936, as amended, (2) in class, and (3) equipped 
and in as good order and condition, ordinary wear and tear excepted, as when 
reconditioned as a passenger vessel by the purchaser except that any deficiencies 
with respect to freedom from encumbrances, condition, and class, may, to the 
extent covered by valid policies of insurance, be satisfied by the assignment to 
the United States of claims of the purchaser under such policies of insurance. 

(b) Any contract of sale executed under authority of this Act shall provide 
that in the event the United States shall, through purchase or requisition, acquire 
ownership of such vessel, the owner shall be paid therefor the value thereof, 
but in no event shall such payment exceed the actual depreciated sales price 
under such contract (together with the actual depreciated cost of capital improve- 
ments thereon), or the fair and reasonable scrap value of such vessel, as deter- 
mined by the Maritime Administrator, whichever is the greater; that such 
determination shall be final; that in computing the depreciated acquisition cost 
of such vessel, the depreciation shall be computed’ on the vessel on the schedule 
adopted or accepted by the Internal Revenue Service for income tax purposes 
as applicable to such vessel; that such vessel shall remain documented under 
the laws of the United States for a period of ten years after completion as a 
passenger vessel or as long as there remains due the United States any principal 
or interest on account of the sales price, whichever is the longer period; and 
that the foregoing provisions respecting the requisition or the acquisition of 
ownership by the United States and documentation shall run with the title to 
such vessel and be binding on all owners thereof. 


The Cuatrman. Mr. Morse is the first witness. 

Mrs. Farrington, would you come up and sit with the committee, 
please? I overlooked you way back there. 

I would like the record to show that the reason the committee 
brought up these two bills is that during the series of hearings which 
the committee has just completed and in which the record is not 
closed, the situation on the Pacific coast with respect to service to 
Hawaii was pointed out continuously, and it seems apparent that there 
is need for additional passenger-ship service to the Hawaiian Islands. 

Therefore, the Chair, though it is late in the session of Congress, 
deemed it advisable to hold hearings on this subject. And at the re- 
quest of the distinguished Representative from Hawaii, who is greatly 
interested in her people and rendering a splendid service here to her 
people, I brought this matter up. 

The witness will please give his name. 


STATEMENT OF HON. CLARENCE G. MORSE, MARITIME 
ADMINISTRATOR 


Mr. Morsr. My name is Clarence G. Morse. I am the Maritime 
Administrator. 

Mr, Chairman and members, I welcome the opportunity of appear- 
ing here before you today. I do not know which bill you prefer to 
have our comments on first. 

The Cuarrman. We will start with the Monterey, sir. 

Mr. Morsz. I have a prepared statement which I will be pleased to 
read into the record. 

House Joint Resolution 369 and identical resolutions, House Joint 
Resolutions 370, 371, 372, 373, and 380, would authorize the Secretary 
of Commerce to sell to a citizen of the United States at competitive 
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bidding, within a period of 6 months from the date of enactment of 
the act, the steamship Monterey and the uninstalled materials. 

The vessel would be sold on an “as is, where is” basis at a minimum 
sales price of $3,081,665.72, depreciated on the basis of a 10-year life 
from August 6, 1952, to date of award of the contract of sale. Down- 
payment would be 25 percent of the said sales price with balance 
payable in annual installments over the life expectancy of the vessel 
as reconditioned by the purchaser. 

The sale would be upon a condition and agreement that the pur- 
chaser expend at least $10 million to recondition the vessel satisfactory 
to the Secretary of Commerce in a domestic shipyard for passenger 
service, and with documentation under the laws of the United States. 

Under the bill the vessel must remain documented under the laws of 
the United States for a period of 10 years after completion as a pas- 
senger vessel, or as long as there remains due the United States any 

rincipal or interest on account of the sales price, whichever is the 
onger period. 

The bill would authorize the mortgage covering the unpaid purchase 
price of the vessel to provide that the sole recourse against the pur- 
chaser of the vessel under such mortgage, and the mortgage secured 
thereby, be limited to repossession of the vessel by the United States. 
This provision is in accord with the 1952 amendments to the 1936 act. 
The bill would require that, in the event the vessel is requisitioned or 
purchased by the United States, the cost to the United States shall 
not exceed the depreciated sales price of the vessel, plus the depreciated 
cost of capital improvements thereon, or the scrap value, whichever 
is the greater. 

The steamship Monterey, a passenger vessel, originally delivered 
April 29, 1932, was constructed by the Bethlehem Shipbuilding Corp.., 
Ltd., at Quincy, Mass., for the Oceanic Steamship Co., a oduidiary of 
the Matson Navigation Co., with the aid of a Government loan from 
the construction loan fund of the former United States Shipping 
Board, under the Merchant Marine Act, 1920. 

The vessel was built at a cost of approximately $8,330,000. The 
vessel entered service from the Pacific coast to Australia and until 
1937 received the benefit of mileage mail payments under the Mer- 
chant Marine Act, 1928. The ocean-mail contract was canceled as of 
June 30, 1937. Until December 1941, the vessel was operated in this 
service under the provisions of title VI of the Merchant Marine Act, 
1936. The principal of the loan was repaid in full with interest by 
1942. 

The vessel has a gross tonnage of 18,000 tons, 631 feet overall length, 
speed of 20 knots, and passenger capacity of 700. 

During World War II the ship was chartered to the Maritime Com- 
mission under voluntary and requisition charters and was operated 
by the Matson Navigation Co. as agent of the United States. The ap- 
proximate amount paid to the owner for bareboat charter hire during 
the war was $4,752,397. 

For the war service the ship was converted to a troop carrier. Large 
segments of the interior overheading were removed in order to per- 
mit mass bunking and all public spaces were converted to military 
uses. 

Upon termination of hostilities in 1945, the ship was utilized for the 
repatriation of military personnel and civilians. It was redelivered 
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to its owner on September 28, 1946, at San Francisco. The settlement 
seit with provision for rebuilding and modernizing the vessel, 
along with its sister ship, the steamship Mariposa, rather than under- 
taking a simple restoration as required under the requisition statute, 
provided for the cost of the basic restoration work to be borne by 
the Government, and the modernization and improvements to be for 
the account of the owner. 

A redelivery lump-sum agreement. between the War Shipping Ad- 
ministration and the Oceanic Steamship Co. provided for payment 
by the United States to the company of the sum of $5,653,316, with 
payment in installments according to progress of the reconversion 
work, 

Work was stopped on the reconversion in June 1947, the owner find- 
ing that the reconversion expense would greatly exceed the allowances 
from the Government plus the additional funds the owner could make 
available. At that time the work on the ship was about 30 percent 
completed and the first one-third installment of $1,884,438.67 had been 
paid. 

After various proposals to effect a settlement as to the steamship 
Monterey (and the sister ship, the Mariposa), arrangement was made 
in 1952 to purchase the steamship Monterey (and to allow the owner to 
restore the steamship A/ariposa) under authority of section 902 of the 
Merchant Marine Act, 1936. The Monterey and uninstalled ma- 
chinery and equipment were purchased by the United States for 
$3,081,665.72. 

The ship is now held in layup by the.Government at the Suisun 
Bay, Calif., reserve fleet in accordance with the national defense re- 
serve fleet section 11 of the Merchant Ship Sales Act of 1946. Certain 
equipment belonging to this vessel is stored at Maritime Adminis- 
tration warehouses at Richmond and Alameda, Calif. 

The Government’s investment in the ship, on account of its purchase 
in 1952 for the above-mentioned sum and the amount paid in connec- 
tion with the reconversion, total $4,982,363.67. 

I might interpolate at that point that this four-million-nine-hun- 
dred-odd-thousand-dollar price includes the payment made on account 
of the reconversion, plus the three-million-odd-thousand dollars 
which the Government paid for the vessel. The conversion work was 
done prior to the price of three-million-odd-thousand dollars having 
been fixed for the repurchase by the Government. 

In other words, the million-odd-thousand dollars is included in the 
fair value of the vessel at three-million-odd-thousand dollars. 

Do I make myself clear, Mr. Chairman ? 

The Cuatrman. The counsel would like to ask a question. 

Mr. Ratpu E. Casey (chief counsel). Right at that point, is it fair 
to say that the Government’s investment in the ship is $4,982,000, that 
that reconversion work was done by reason of wear and tear that the 
Government put on the ship and stuff that we tore out of the ship 
during the war, and that we are just reimbursing them for damage 
we had done to the ship ? 

Mr. Morse. No; I think that is not a fair statement because much 
of that was war cost. 

Mr. Casry. In other words, we are paying them in dollars for what 
we had done in damage to their ship ? 
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The CHarrMan. But in addition to that we paid them $4 million 
for services of the ship. 

Mr. Morse. You paid four-million-odd dollars in charter hire dur- 
ing the war, just as you paid many other passenger-vessel owners. 

The CHarrMaANn. So the value of the ship was taken care of in that 
payment for services ? 

Mr. Morse. No, because the vessel was converted from a passenger 
— to a troop carrier, and there was very substantial reconversion 

one. 

Mr. Casey. And the charter under which you took the vessel pro- 
vided that you would reconvert the vessel after you were through with 
it to its original condition, ordinary wear and tear excepted, and in 
lieu of that you would agree to pay them a lump-sum settlement, of 
which you only paid a third ? 

Mr. Morse. That is correct. 

Substantial direct and indirect benefits to the national economy and 
eae would accrue from the sale of the steamship Monterey under 
the bill. 

There would be increased active passenger-ship tonnage under the 
United States flag and United States citizen ownership. Passenger 
tonnage is in short supply. A vessel in active use is a direct asset to 
our passenger transportation service. The employment of United 
States citizens in operation of the vessel, and the use of domestic 
materials and personnel for repair and maintenance, together with 
taxes arising from such ee and use and from taxes on pas- 
senger transportation, will be beneficial to the whole economy. 

Such a vessel is of definite reserve value to our national defense in 
a critical category in the event of war or national emergency. It 
would be in ready condition for operating to meet defense needs, with 
less expense to the Government than maintenance im and breakout 
from the national-defense fleet. 

The requirement for expenditure of at least $10 million for recon- 
ditioning the vessel as a suitable passenger vessel would be of imme- 
diate and lasting benefit to maintenance of shipyards and for skilled 
personnel. The reconditioning work alone weal mean an estimated 
850 man-years of shipyard employment. This hardly needs to be 
elaborated on to the members of this committee who have long been 
concerned with the depressed condition of the shipbuilding industry 
in relation to both our commerce and national defense. 

We recommend favorable consideration and enactment of the 
measure. 

However, it is recommended that the bill be amended in one re- 
spect, as follows: 

Page 2, line 3, strike out “ten-year” and insert “twenty-year.” 

The reason for that is simple. The bill as presently worded would 
provide for a 10-percent annual depreciation on the cost of the vessel 
to the Government during the approximate 3-year period that it has 
been in the laidup fleet. In perfect fairness to the people who wish 
to buy the vessel, I checked with our ship-construction people and 
they said that it would be their estimate that a 10-percent annual 
depreciation would be proper for a vessel of this age in this condition 
during this laidup status. 


67670—55——_2 
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However, I feel that a 10-percent depreciation would not be fair 
to the Government. These people have had the use of their money 
these last 3 years, and I cannot justify in my own thinking an addi- 
tional 10-percent depreciation which would run to their benefit. I 
worl4 favor a 5-percent depreciation. 

The Cuamman. You mean 20 years. It would be 5 percent. 

Mr. Morsp. Yes, sir. 

Mr. Atuen. Mr. Chairman ? 

The Cuarrman. Yes, Mr. Allen. 

Mr. Auten. On that point, while the 5 percent as a bookkeeping 
item is probably one thing, is there not some consideration that ought 
to be paid to the actual physical life of the vessel itself? It would 
occur to me that if a vessel has been in the water since 1939, that it 
would have less than a 20-year life from now on. 

Mr. Morsr. I agree with you entirely, Mr. Allen. I am sure that 
the vessel would have more than a 10-year life from here on. I have 
not personally conducted any negotiations with the Coast Guard or 
other interested authorities, but I am sure the Oceanic people have, 
and while I have no statement from them, I believe that they are 
anticipating a life, for income-tax-depreciation purposes, of some- 
where around 12 to 14 years. 

Mr. Auuen. In the negotiations with regard to the Mariposa and 
Monterey, as I remember them some years ago, I believe it was deter- 
mined then after survey that the vessels in about 1947 or 1948, after 
reconstruction or reconversion, would have a life of 15 years. 

Mr. Morse. I would assume they would have substantially the same 
life at this time after conversion. 

Mr. Auten. Would you insist on the 20 years if some compromise 
figure was well based ? 

Mr. Morsp. I would be agreeable to any figure which the committee 
deemed would be proper. My personal feeling is that a 10-percent 
writeoff is not to the benefit of the Government. I think it is too 
high a writeoff for this 3-year period. 

Mr. Atxien. Thank you. 

The Cuarrman. Will you tell me just how you arrived at this price 
of $3,081,665.72 ? 

Mr. Morse. Yes, sir. 

The Cuarrman. Is that explained in your statement? Have I mis- 
understood your statement ? 

Mr. Morse. No; it was not explained in the statement, Mr. Bonner. 

The CHarrman. Of course, the Government paid the owners 
$5,653,316 for work on the vessel. 

Mr. Morse. No, Mr. Bonner. 

The CHarrman (reading) : 

A redelivery lump-sum agreement between the War Shipping Administration 
and the Oceanic Steamship Co. provided for payment by the United States to 
the company of the sum of $5,653,316, with payment in installments. 

Mr. Morse. And only about 30 percent of that five-million-odd- 
dollar figure was paid by the Government for the Government’s obli- 
gation to restore the vessel to its original condition. It was a settle- 
ment. In lieu of the Government actually effecting the repairs, the 
Government agreed to pay this $5 million figure. 
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Mr. Casey. I might clarify it by saying that there was a clinker in 
there, so to speak, that they did not get the $5 million until they did 
the work. 

Mr. Morsez. That is correct. 

Mr. Casey. And they only got paid in progress payments according 
to the work that was done, so when they stopped the work, the pay- 
ments stopped, so they never did get the $5 million. All they got the 

ayments for was reconversion work that was done, which was about 
1,800,000. 

The Cuatrman. Is that in here? 

Mr. Morse. Yes, sir. 

The Cuatrman. Thinking ahead, tell me just how you arrived at 
$3,081,000? 

Mr. Morse. When Oceanic ran out of funds, they had the Monterey 
and the Mariposa on their hands and there was a dispute between them 
and the Government as to additional claim for compensation from the 
Government. Litigation was filed. Ultimately the matter was com- 
promised on the basis which I think I spel! out in my statement, but, 
in any event, I can give you the details if you wish. 

The claim was compromised with the approval of Justice and GAO, 
with the Government agreeing to repurchase the Monterey at this 
figure of three-million-eighty-one-thousand-and-some-odd dollars. 
That figure was arrived at by a survey—a valuation survey—by 
Messrs. Pillsbury and Martignoni, of San Francisco, Calif. They are 
ship-valuation experts, and the figure of three-million-eighty-one- 
thousand-and-some-odd dollars was agreed to both by the Government 
and by the Oceanic people and was approved by the court in the settle- 
ment of the overall litigation. 

The CHarrmMan. We have that much in the ship since 1952? 

_ Mr. Morse. That was the price we paid for the vessel in 1952; yes, 
sir. 

The CHarrMAn. Prior to that, what did we have in it? 

Mr. Morse. We had nothing in it other than the fact that we had 
had the use of the vessel during the war on which we paid charter 
hire. 

The Cuarrman. We paid pretty well for it. 

Mr. Morse. $4 million odd during the war. 

The Cuatrman. And what maintenance did we keep on the vessel 
during that time? 

Mr. Morse. I do not have any figures on the maintenance during 
the war period, Mr. Bonner. 

The CHatrman. When we turned it back to the owners, what was 
the estimated necessary reconversion? Is that in this statement? 

Mr. Morse. Yes. That figure of $5,653,316 was the Government’s 
share of the reconversion work. 

The CHarrmMan. We paid that? 

Mr. Morsr. We paid 30 percent of it. We paid that one-million- 
eight-hundred-and-eighty-four-thousand-odd dollars. 

The Cuarrman. We paid $1,884,000 ? 

Mr. Morse. Yes, sir. 

The CuHarrman. In addition to this $3,081,000? 

Mr. Morse. That is correct, but that $1,800,000 figure is part of our 
obligation to restore the vessel to its original condition. 
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The Cuarrman. Anyway, we have that in it. We have that invest- 
ment in it? 

Mr. Morse. Yes; but then that investment was in the vessel already 
at the time appraisal was made by Pillsbury and Martignoni, whic 
came up with the price of $3,081,000 as its then fair value. 

The CHarrmMan. However, we had already put $1 million and 
something in. 

Mr. Morse. That is right. And the owners had put $6 million in. 

The CuarrMan. We put $3,081,000 additional into that one? 

Mr. Morse. We repurchased the vessel in its condition as it was in 
1952 after that $1,800,000 had been put in on an appraised figure in 
1952 of a value of $3,081,000. 

The Cuarrman. Would it not be fair to say then that we have in- 
vested in the vessel $3,081,000 plus the one-million-odd dollars? 

Mr. Morse. No; I do not think so. 

The Cuatrman. Would you explain that to me? How would you 
separate it? 

r. Morse. Because, why do not you charge the four-million-odd 
dollars charter hire as being our investment in the vessel ? 

The Cuatrman. We got a service for that. 

Mr. Morse. As part of our service we were obligated to restore the 
vessel to its original condition. 

The CuatrmMan. So we were going to invest $5 million and then 
turn it back to them ? 

Mr. Morse. Yes, sir. 

The CuHatrMan. $5 million, and then we gave it back to them, and 
what happened? We invested a million and something? 

Mr. Morset. They ran out of funds. They sonalioded to do the con- 
version work themselves through their subsidiary United Engineer- 
ing, and they seemingly underestimated the cost and ran out of funds. 

The CuHatrmMAn. Then we bail them out by buying it. In other 
words, they went into bankruptcy, did they not ? 

Mr. Morse. They did not go through bankruptcy, but nearly did. 

The Cuarrman. And we bailed them out with this $3,081,000? 

Mr. Morse. If you want to put it on that basis, yes, sir. 

The Cuarrman. That is what it was. They had a ship there half 
finished. We put a million plus in it. They could not do a thing 
with it, and nobody else could, and we picked it up for $3,081,000. 

Mr. Morse. I would not say bailed them out. I am sure they would 
use a different phrase. It wasa settlement of a litigation. 

The Cuarrman. It is past history, but I am just trying to clarify it. 

Mr. Aten. I think, in fairness, you should remember that there 
were two ships involved. We may have bailed them out, but they also 
bailed us out, because we got one, and they got one. 

The CHarMan. We got one by paying $3,081,000. 

Mr. Auten. They, on the other hand, had money coming, and they 
relinquished part of that claim, as I remember. 

Mr. Morse, That is correct. 

The CuHarrman, Let’s hear about them, because that would be a 
credit to this. 

Mr. Casey. They thought they were entitled to the whole $5 mil- 
lion even though they did not do the work, did they not, Mr. Morse ? 

Mr. Morsr. They filed suit. 
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The Cuarrman. I do not want to prolong this thing. This thin 
has all been adjusted before between the Government and the Genera 
Accounting Office and Justice ? 

Mr. Morse. That is correct. 

The Cuarmman. That has all been aired out and cleared up? 

Mr. Morssz. Yes, sir. 

The Cuarrman. The question here now is the $3,081,000 ? 

Mr. Morse. We think that is a fair and reasonable price. 

The CHamman. You do not think that where they get deprecia- 
tion, we are entitled to a little something for holding the bag all this 
time on this $3,081,000 ? 

Mr. Morse. All that I think is that a 10-percent writeoff is exces- 
sive during this 3-year period. 

The CuHatrman. I agree with you on that, but how about a little 
plus on this $3,081,000? Our investment has been there, and it is a 
good ship, and so forth. Would it not be worth just a little more than 
that $3,081,000 plus ? 

Mr. Morse. Phere are no other people who have indicated any 
interest in the purchase of the vessel and I might mention that the 
sister ship, the J/ariposa, was sold by the Matson people 2 or 3 years 
ago for $2,125,000. 

The CuHarrman. Then is Matson considering building a ship or 
putting another ship on the Hawaiian Line? 

Mr. Morse. This is the one that they want to put on the Hawaiian 
run, the Monterey. 

The Cuarrman. And they sold the other ship ? 

Mr. Morse. They did sell the other ship. 

The Cuamman. Would not this be just worth a little more than 
this figure to them ¢ 

Mr. Morse. We think there is a big advantage to the Government 
in having additional shipyard labor and employing the seamen and 
the use of the vessel. 

The CHatrman. I agree with all that. 

Mr. Morse. It is a question of economics whether they could afford 
to buy and operate the vessel if they had to pay more than this. We 
are insisting that they spend at least $10 million in reconversion. 

The Cuatrman. And the service to the citizens of the country is 
a consideration. 

Mr. Morse. Yes, sir. 

The Cuarrman. Mr. Garmatz? 

Mr. Garmatz. No questions. 

The CHarrman. Mr. Tollefson? 

Mr. Totuerson. The ship is almost 25 years old now, is it not? 

Mr. Morse. Yes, it is. It was built in 1932, as I recall. 

Mr. Toiierson. Twenty-three years, to be exact. 

Mr. Morse. Yes, sir. 

Mr. TotieFson. Do you feel that it has an additional 20-year life 
after conversion ? 

Mr. Morse. No. I do not think either the Coast Guard or the 
Internal Revenue would grant them a 20-year life. If they got 14 
or 15 years, I would assume that would probably be the maximum. 

Mr. TotieFson. Yet you think that the bill ought to provide for a 
20-year writeoff ? 
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Mr. Morse. Solely on the matter of economics, not on the life of the 
vessel. I use the 20 years only because that is related to 5 percent. 

Mr, To.terson. You are trying to get every dollar you can for the 
Government; is not that right? 

Mr. Morse. Yes, sir. Within reason, I want to be fair to them. 

Mr. Totterson. I do not say that critically. You are to be com- 
mended for that attitude, but that is what it amounts to, is it not? 

Mr. Morse. Yes, sir. 

Mr. Totierson. Maybe I did not follow your testimony with respect 
to the expenditure of $10 million by the purchaser. Is that an agreed 
figure ? 

“Mr. Morse. They estimate that they will spend in excess of $10 
million. We put in a figure of $10 million so they would not be em- 
barrassed by spelling out an identical figure, which is merely an ap- 
proximation anyway. 

Mr, Totterson. Why do you have the provision in the legislation 
at all? 

Mr. Morse. Because we think it is desirable. The only reason for 
selling the vessel is to put it back into operation under the American 
flag. We certainly would not approve selling it to permit it there- 
after to be sold foreign, so they say they are going to spend more 
than $10 million and they have no objection to committing themselves 
to spending at least $10 million. 

Mr. Touierson. It is obvious that if they buy the vessel, they will 
want to use it. Of course, you could control its being under the 
American flag after they purchase it without regard to the amount of 
money they spend, could you not ? 

Mr. Morse. That is true. 

Mr. Totterson. It is obvious they are going to spend money to 
reconvert it or convert it or recondition it. Otherwise they are not 
going to be able to use it. 

Mr. Morse. That is true. 

Mr. Totzierson. Do you have a real interest in fixing the amount 
cf money they should spend on it? Would not the Government be 
just as well protected—I am just picking a figure out of the air now— 
if the figure was $5 million? What difference would it make to the 
Government ? 

Mr. Morse. They were the ones who submitted this figure, you 
remember, Mr. Tollefson. We did not. 

Mr. Totuerson. I still cannot quite understand that. 

Mr. Morsr. If they name $10 million, we have no reason to suggest 
that it be reduced to $5 million. 

. Mr. Totzerson. I just cannot understand why the figure is in the 

ill at all. 

Mr. Morse. They are going to ask for mortgage insurance, I am 
certain. 

Mr. Totterson. No further questions, Mr. Chairman. 

The Cuarrman. As I understand it then, with your recommenda- 
tion on the last page: “Page 2, line 3, strike out ‘ten-year’ and insert 
‘twenty-year.”, we would not then get this $3,081,000 plus? We would 
get a depreciation from that ? 

Mr. Morse. That is correct. 

The CHairman. And your recommendation would make it on a 
20-year depreciated value and they are asking for 10 years? 
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Mr. Morse. Yes, sir. On their proposal, the reduction would be in 
round figures $900,000, and on my suggestion it would be in round 
figures $450,000. 

The Cuarrman. Instead of getting what we had invested all the 
time we are going to get less? 

Mr. Morse. That is correct. 

The Cuatrman. Mr. Allen? 

Mr. Auten. Mr. Chairman, I think it would be worthwhile to show 
a little bit of the desirability of having this ship operating from a 
defense standpoint. During the wartime it carried, as I remember 
the figures, an average of 6,900 troops to a ship, and if it goes back 
into service from San Francisco and Los Angeles to Pearl Harbor, 
it will then be within 48 or 60 hours of a naval base at all times; 
will it not? 

Mr. Morse. Yes, sir; that would be true. 

Mr. Auten. And immediately available to go to sea in case of an 
emergency ¢ 

Mr. Morse. That is true. 

Mr. Atten. And from that standpoint would increase the troop 
lift capacity in private hands on the Pacific Ocean about one-third 
as against the three ships now there. 

Mr. Morse. That is true. 

Mr. Atten. Thank you, Mr. Chairman. 

The CHatrman. Any other questions? 

Mr. Petry. I do not quite understand the $3,081,665 depreciated 
on the basis of a 10-year life in trying to figure exactly what the price 
that the Government would sell the ship for. You mean to say that 
that is a figure from which you would take off your recommended 
5 percent ? 

Mr. Morse. We would depreciate it at 5 percent from the date when 
the Government bought the vessel in 1952. The bill proposes that 
the depreciation be at the rate of 10 percent per annum from 1952. 

Mr. Petty. In the case of where the Federal Government was 
purchasing the vessel they got a firm in San Francisco? 

Mr. Morse. Pillsbury & Martignoni. 

Mr. Petry. That firm appraised the value of the ship. Have you 
opened any appraisal as to when the Government was selling the 
ship # 

Mr. Morse. Only from our own people, our ship-construction staff. 

Mr. Petty. Why do you use an outside firm in the case of when 
the Government is buying as against when the Government is selling ? 

Mr. Morse. I did not participate in negotiations for the settlement 
of the litigation, but I would assume that the parties agreed that the 
figure arrived at by Pillsbury & Martignoni would be acceptable both 
to the Government and to the owners. 

Mr. Petxy. Actually in this case, because it is not in operation at 
the moment, there are other considerations which you put into the 
value of it; in other words the value of getting it in operating condi- 
tion. In other words, this price does not represent necessarily its 
value? 

Mr. Morse. Actually the vessel has no value to anyone unless he 
can convert it and put it into operation. Otherwise it would be sold 
for serap. 
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Mr. Petty. Would it be worth anything on the world market today ? 

Mr. Morse. Oh, yes. The sister ship, the A/ariposa, was sold to the 
Home Lines and was converted in Italy, as I recall, and is now operat- 
ing to the United States, and it is called the Homeric. I have not seen 
the vessel, but people who have been abroad say it is a very fine passen- 
ger vessel. We are not in favor of selling another vessel of this type 
for competition against our American-flag vessels. 

Mr. Petry. I think it is always very difficult for an amateur to figure 
on very intricate or technical matters when it comes to the sale of 
ships. I think the record should be very clear. I assume that it is 
that way so that anyone could justify from the details that you have in 
your files as to the basis on which this price was worked out. 

Mr. Morse. The price which we used was the purchase price and 
depreciation. 

Mr. Petiy. And your 5 percent a year would depreciate it, give it 
no value at the end of 20 years. Instead of that you think it would 
have some junk value? 

Mr. Morse. I am sure it would have junk value. 

Mr. Petiy. So that you recommend 5 percent off and figure that it 
would probably have an actual useful life of 15 years, is that correct ? 

Mr. Morse. After conversion, I think it will have a useful life of 
14 or 15 years. 

Mr. Petty. Thank you, Mr. Chairman. 

The Cuarrman. I think since you spoke of the sale of the sister 
ship, we should ask what was the sister ship sold for ? 

Mr. Morse. $2,125,000. 

The Cuairman. What would be the world market for this ship? 

Mr. Morse. That was 2 or 3 years ago when that vessel was sold, 
and I would assume today—I am just guessing now—$314 million or 
$4 million. 

Mr. Casey. The one that sold for $2,125,000 a few years ago? 

Mr. Morse. I assume you meant the Monterey. Of this ship it would 
be $314 million or $4 million, I would guess. 

The CHatrMaAn. The counsel will ask 1 or 2 questions. Then we 
will recess this hearing and continue it tomorrow morning, because 
want to have a little executive meeting. We have 2 or 3 matters 

ere. 

Mr. Casry. A new ship would ordinarily be considered as having a 
20-year life; would it not? 

Mr. Morse. That is true. 

Mr. Casey. And I have in front of me a letter from the Coast Guard 
written on September 8, 1948, with respect to the Lurline, the normal 
useful life of the Lurline, after it had been reconverted, stating that 
they thought the useful life at that time, in view of the reconversion 
work, would be 15 years. Do not you think it is probably fair, if you 
are going to have a longer life than 10 years’ life in the bill, to go 
to 15 rather than 20 under those circumstances ? 

Mr. Morse. My thinking is that the useful life of this ship after 
reconversion will be approximately 15 years. The only reason I am 
suggesting the 20 years is purely on a matter of economics, not on 
the useful life of the ship. I am not relating it to useful life of this 
ship after its conversion, this 20-year period. It is merely another 
method of saying, “I think that a 10 percent depreciation during the 
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last 10 years, a reduction in price during the last 10 years of $900,000 
is a little bit on the excessive side.” 

Mr. Cassy. Do you think that the market value of this vessel has 
increased in the last 3 years? 

Mr. Morse. I am satisfied it has. Construction costs have gone up 
substantially in the last 3 years. 

Mr. Casey. So that if you asked Pillsbury & Martignoni to reap- 
praise it now, the chances are that they would presently appraise it, 
although it is 3 years older, at something different from what they 
appraised it at 3 years ago? 

Mr. Morse. That is pretty hard to say under American flag, because 
in the world market I would say you would have a higher value than 
the appraisal in 1952, but in the American market there is just no 
purchaser, so it is pretty much guesswork what anyone would pay 
for the vessel. 

Mr. Casey. Another question. I notice this bill provides for a sale 
of this vessel under competitive bidding with an upset price of $3,081,- 
000. You know that the only people interested in buying this vessel 
are the Matson Navigation Co., and you have talked over with them 
how much they are going to spend on the vessel, and you have agreed 
with them as to the taking the mortgage and so forth. 

Ordinarily it would seem to me that when you advertise a piece of 

roperty for sale with an upset price that you have then set a rock- 
bo price rather than the fair and reasonable price that you would 
agree upon in negotiated sale. 

Mr. Morse. On a negotiated sale basis, we would be prepared to sell 
it at the same three-million-odd dollars plus 5 percent. 

Mr. Casey. My point is that when you advertise a piece of surplus 
property and you have an upset price in it, you are in hopes that you 
are going to get more than that. 

Mr. Morse. Yes. We have no anticipation that there will be any 
operator other than Matson come in and bid on this. 

Mr. Casrty. When the Congress authorized the sale of the two ves- 
sels, President Cleveland and Wilson, to the American President 
Lines, it was not under competitive bidding but was directly to the 
American President Lines on the basis that they were the only com- 
pany who was interested. 

Mr. Morse. I would have no objection to making it “Matson” instead 
of “competitive bidding.” 

Mr. Casey. If you know there is only one person who is going to 
bid, you should sit down and negotiate a fair and reasonable price, 
so that this price is really not an upset price in a way. It is the 
fair and reasonable price that you people agreed should be required 
for the vessel. 

Mr. Morse. That is right. 

Mr. Casey. With no hope whatever that you are going to get any 
more than this. 

Mr. Morse. No possibility. 

The CHatrMan. We will recess the hearing on this subject until 
Tuesday morning at 10 o’clock. I would like to have an executive 
session here. 

(Whereupon, the committee proceeded to executive session, and the 
hearing was recessed at 11:52 a. m. Thursday, July 21, 1955, to recon- 
vene at 10 a. m. Tuesday, July 26, 1955.) 

67670—55—3 











AUTHORIZING THE SALE OF THE STEAMSHIPS 
“MONTEREY” AND “LA GUARDIA” 


TUESDAY, JULY 26, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON MerRcHANT MARINE AND FISHERIES, 
Washington, D.C. 

The committee met at 10 a. m. in room 219, House Office Building, 
Hon. Herbert C. Bonner (chairman) presiding. 

The CuarrmMan. The committee will come to order and we will con- 
tinue the hearing on the sale of the Monterey. The distinguished 
Chairman of the Maritime Administration will also continue his 
testimony. 


STATEMENT OF HON. CLARENCE G. MORSE, MARITIME 
ADMINISTRATOR—Resumed 


Mr. Morse. I think I concluded my statement the other day, Mr. 
Chairman. If there are any further questions, I will be glad to 
answer. 

Mr. Cassy. We only considered the Monterey, did we not? 

Mr. Morse. Yes, sir; only the Monterey. 

Mr. Casey. I notice in the Monterey bill you provide that the 
company purchasing it will expend at least $10 million to recondition 
the vessel. 

Mr. Morse. Yes, sir. 

Mr. Casey. Is it necessary to stipulate the exact amount or a 
minimum amount in the bill? 

Mr. Morse. I would think it would be undesirable to specify the 
exact amount. That was a figure which I believe the Oceanic people 
ee the $10 million, and we saw no reason to object to it. 

Mr. Casey. In other words, if they can get the work done satis- 
factorily for $9 million the whole transaction would be thrown out? 

Mr. Morse. The transaction would be equally desirable from our 
point of view if they can get the work done for $9 million. They are 
the ones who proposed the $10 million. 

Mr. Casey. Is that $10 million well within what they expect to 
spend or below what they expect to spend ? 

Mr. Morse. That is whan I understand. 

Mr. Casey. The reason I brought it up, there is no similar figure 
contained in the bill on the Za Guardia, and I wondered whether or 
= you ought to put a figure in each bill or leave the figure out of both 

ills. 
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Mr. Morse. We are going to recommend that a figure be included 
in the Za Guardia bill. 

Mr. Casey. Is that figure based on some representation by the 
people who are going to recondition the vessel, that it is well within 
the amount that will have to be spent? 

Mr. Morse. The figure in our statement is $1,700,000, as I remember, 
but I think it would be more desirable to put a lower figure so that 
it would be well within the range that would be practicable. 

Mr. Casey. These vessels have to be reconditioned to the satisfaction 
of your Administration ¢ 

Mr. Morse. Yes. 

Mr. Casey. You are the mortgagor ¢ 

Mr. Morse. Yes. 

Mr. Casey. So that you have sufficient power over the recondition- 
ing in that capacity regardless of any stipulated amount in the 
bill? 

Mr. Morse. Offhand I think that is correct. 

Mr. Casey. Let us take up the other resolutions. 

(H. J. Res. 389, by Delegate Farrington of Hawaii, is identical with 
H. J. Res. 390 by Mr. Allen of California, H. J. Res. 391 by Mr. 
Mailliard of California, H. J. Res. 392 by Mr. Miller of California, 
H. J. Res. 393 by Mr. Pelly of Washington State, H. J. Res. 394 by 
Mr. Tollefson of Washington State, and H. J. Res. 395 by Mr. Shelley 
of California.) 

(The resolution referred to follows:) 


[H. J. Res. 389, 84th Cong., 1st sess.] 


JOINT RESOLUTION To authorize the Secretary of Commerce to sell the steamship 
La Guardia 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) the Secretary of Commerce is hereby 
authorized during a period of six months after the enactment of this Act, to sell 
the steamship La Guardia and the materials and equipment heretofore removed 
from the vessel and held in storage by the Maritime Administration, on an “as 
is, where is” basis to the Hawaiian Steamship Company, Limited, subject to the 
provisions of this Act and such terms and conditions not contrary hereto as the 
Secretary may prescribe. The sales price of the vessel (including all its furnish- 
ings, furniture, equipment, and spare parts whether held aboard or on shore), 
shall be $3,950,000. The sales price shall be subject to depreciation computed 
at the rate of 5 per centum per annum for the period commencing with the 
date of enactment of this Act and ending with the date of execution of the con- 
tract of sale of the steamship La Guardia hereunder. 

(b) The Secretary of Commerce, upon application by the Hawaiian Steamship 
Company, Limited, purchaser of the steamship La Guardia hereunder, upon 
determination that such action may be taken without prejudice to the Depart- 
ment of Commerce, Maritime Administration operations, is authorized to release 
to such purchaser such additional furnishings, furniture, and equipment now 
held by the Maritime Administration, as he may determine are necessary to equip 
the steamship La Guardia for the passenger trade, with payment by the pur- 
chaser of an amount equal to 25 per centum of the estimated original acquisition 
cost of such furnishings, furniture, and equipment as determined by the Secre- 
tary of Commerce. 

(ec) The purchaser hereunder may be permitted, entirely at his own expense 
and risk, to inspect the steamship La Guardia and to move such vessel, upon 
conditions approved by the Secretary of Commerce, to drydock and inspect the 
underwater surfaces. 

(d) Such sale shall be on the basis of the payment of not less than 25 per centum 
of the sales price of the vessel at the date of the execution of such sales contract, 
with balance payable in approximately equal annual installments, the first of 
which shall be due and payable one year from the date of execution of the 
contract, over the remainder of the twenty-year economic life of the vessel, with 
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interest on the unpaid balance at the rate of 3% per centum per annum; with 
right of prepayment from time to time of any or all of the sales price remaining 
unpaid. The obligation of the purchaser with respect to payment of such unpaid 
balance, with interest, shall be secured by a first preferred mortgage on the 
vessel sold, which mortgage may provide that the sole recourse against the 
purchaser of the vessel under such mortgage, and any of the notes secured thereby 
shall be limited to repossesion of the vessel by the United States, and the 
assignment of insurance claims, if the purchaser shall have complied with all 
provisions of the mortgage other than those relating to the payment of principal 
and interest when due, and the obligation of the purchaser shall be satisfied 
and discharged by the surrender of the vessel, and all right, title, and interest 
therein to the United States. Such vessel upon surrender shall be (1) free 
and clear of all liens and encumbrances whatsoever, except the lien of the above- 
mentioned preferred mortgage and any other mortgage held by the Secretary of 
Commerce pursuant to an assignment under title XI of the Merchant Marine 
Act, 1936, as amended, (2) in class, and (3) equipped and in as good order 
and condition, ordinary wear and tear excepted, as when reconditioned as a 
passenger vessel by the purchaser except that any deficiencies with respect to 
freedom from encumbrances, condition, and class, may, to the extent covered 
by valid policies of insurance, be satisfied by the assignment to the United States 
of claims of the purchaser under such policies of insurance. 

(e) Any contract of sale executed under authority of this Act shall provide 
that in the event the United States shall, through purchase or requisition, 
acquire ownership of such vessel, the owner shall be paid therefor the value 
thereof, but in no event shall such payment exceed the actual depreciated sales 
price under such contract (together with the actual depreciated cost of capital 
improvements thereon), or the fair and reasonable scrap value of such vessel. 
as determined by the Maritime Administrator, whichever is the gredter; that 
such determination shall be final; that in computing the depreciated acquisition 
cost of such vessel, the depreciation shall be computed on the vessel on the 
schedule adopted or accepted by the Internal Revenue Service for income tax 
purposes as applicable to such vessel; that such vessel shall remain doeumented 
under the laws of the United States for a period of ten years after completion as 
a passenger vessel or as long as there remains due to the United States any 
principal or interest on account of the sales price, whichever is the longer 
period; and that the foregoing provisions respecting the requisition or the 
acquisition of ownership by the United States and documentation shall run with 
the title to such vessel and be binding on all owners thereof. 


Mr. Morspz. I havea prepared statement which I suggest be read into 
the record. 

The CuarrMan. You may proceed. 

Mr: Morse. This is referring to the Za Guardia. 

The bill would authorize the Secretary of Commerce during the 
period ending 6 months after its enactment, to sell the steamship 
La Guardia and certain materials and equipment therefor, on an “as 
is, where is” basis to the Hawaiian Steamship Co., Ltd., at a price 
of $3,950,000, with depreciation at the rate of 5 percent per annum 
from date of enactment of the bill to date of execution of the contract 
for sale. 

The bill, in addition, would authorize the Secretary of Commerce 
to transfer to the said company such additional furnishings, furniture, 
and equipment held by the Maritime Administration as are determined 
to be necessary to equip the vessel for the passenger trade. Payment 
would be made therefor at 25 percent of the original acquisition cost 
thereof as determined by the Secretary of Commerce. 

Down payment would be not less than 25 percent of the sales price 
with balance in annual installments over the remainder of the 20-year 
life of the vessel. The ship if sold would be subject to the require- 
ment of documentation under the laws of the United States for not 
less than 10 years, or so long as there remains due the United States 
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any principal or interest on account of the purchase price, whichever 
is the longer. 

The bill would authorize the mortgage covering the unpaid purchase 
price of the vessel to provide that the sole recourse against the pur- 
chaser of the vessel under the mortgage and notes secured thereby be 
limited to the repossession of the vessel by the United States. 

The bill would further provide that, in the event the vessel is requi- 
sitioned or purchased by the United States, the cost to the United 
States shall not exceed the depreciated sales price of the vessel, plus 
the depreciated cost of capital improvements, or scrap value of the 
vessel, whichever is the greater. 

The ship, named steamship General W. P. Richardson, was built 
for the Maritime Commission in 1944 by the Federal Shipbuilding 
Co. as a troop transport and subsequently used as a troop ship. It was 
redelivered by the War Department March 1948. The gross tonnage 
of the vessel is 17,830; length overall, 622 feet; and speed, 19 knots. 
The ship was converted for Maritime Commission account to a pas- 
senger-cargo ship, type P2—S2-R10, in 1948-49. The ship was re- 
named Za Guardia and documented in May 1949, upon delivery to the 
American Export Lines, Inc., under bareboat charter for operation 
in subsidized service between New York and Mediterranean ports. It 
was redelivered January 1952, and thereafter delivered to American 
President Lines, as general agent, for operation for the account of 
the Military Sea Transporation Service for transport of personnel 
and dependents. After redelivery by American President Lines in 
July 1952, it was delivered to the United States Lines Co. under serv- 
ice agreement for continued operation for account of the Military Sea 
Transportation Service. It was redelivered by United States Lines 
Co. to the James River fleet in November 1952. 

The Hawaiian Steamship Co., Ltd., on October 6, 1954, filed applica- 
tion for bareboat charter of the steamship Za Guardia in passenger- 
cargo service between United States Pacific coast and Hawaii. The 
Federal Maritme Board in February 1955 fixed, or rather recom- 
mended, a minimum basic rate of charter hire at 814 percent of the 
statutory sales price for a period of 6 years, subject to annual review, 
plus 50 percent of the profits above 10 percent of capital necessarily 
employed. 

The cost and price for the Za Guardia, type P2-S2-R10 as con- 
verted in 1949, in accordance with the Merchant Ship Sales Act of 
1946, are: Prewar domestic cost estimated, $8,370,000; statutory sales 
price, $4,185,000. This sales price is reduced in the bill by $235,000, 
the amount of allowances for American Bureau of Shipping and Coast 
Guard classification requirements only. 

The Hawaiian Steamship Co., Ltd., now desires to purchase the 
steamship Za Guardia. It would, of course, be more desirable to 
have the vessel in operation under citizenship ownership in accord with 
the basic policy of the Merchant Marine Act, 1936, and the Merchant 
Ship Sales Act of 1946. The present low economic state of domestic 
oceanborne transportation is well recognized. To have available pas- 
senger tonnage in private service will be in the interest of the Govern- 
ment and the public. Placing the vessel in active operation will pro- 
vide work for ship-repair yards, employment for seamen under the 
United States flag, and for the maintenance of a passenger transporta- 
tion vessel in a ready defense condition. 
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We recommend favorable consideration and enactment of the 
measure. 

It is recommended that the bill be amended as follows: 

At the end of subsection (a) add the following: 

Such sale shall be made upon a condition and agreement that the purchaser 
expend at least $1,700,000 to recondition the vessel satisfactory to the Secretary 
of Commerce in a domestic shipyard for passenger service, with documentation 
under the laws of the United States. 

In regard to that recommendation, if the committee deems it desir- 
able to reduce the figure or to delete the figure, in the latter event 
it seems to me the only addition that need be made is: 

Such sale shall be made upon a condition and agreement that the purchaser 
recondition the vessel satisfactory to the Secretary of Commerce in a domestic 
shipyard for passenger service, with documentation under the laws of the 
United States. 

We deem it desirable to have the requirement that the conversion 
work be specified to be done in a United States shipyard, because there 
is a distinct possibility that the work could be done abroad and still 
permit the vessel to retain her coastwise privileges, so we want to be 
sure the work is done in a United States shipyard. 

The Cuatrman. How could it be done abroad ? 

Mr. Morsz. It is my understanding there is a ruling of the Treasury 
Department that conversion work on a United States vessel can be 
done abroad and still not lose her coastwise privileges. I believe 
there is a bill pending to cover that point and to forbid that activity 
in the future. 

The Cuairman. Where is it pending? 

Mr. ZincKe. Before this committee. 

The Cuamman. Who introduced it? 

Mr. Zrncke. Mr. Garmatz. 

The Cuarrman. On page 3 you say: 

This sales price is reduced in the bill by $235,000, the amount of allowances 
for American Bureau of Shipping and Coast Guard classification require- 
ments only. 

What do you mean by that? 

Mr. Morse. Under the Ship Sales Act it is contemplated that the 
vessel be sold in class. This vessel is not in class and the estimated 
cost of putting it in class is approximately $235,000. So it is our 
recommendation that instead of having the bill provide for the sale 
at $4,185,000 subject to a credit in the amount of the class work which 
is actually accomplished, that we effect a sale for a fixed amount 
taking into consideration the class work which will have to be done. 

The CHarrman. The payment system, did you deal with that in 
your statement ? 

Mr. Morse. Yes, sir. It is under the Ship Sales Act, 25 percent 
down and the balance over the unexpended portion of the 20-year life. 

The Cuatrman. The balance over the unexpended portion of what ? 

Mr. Morse. Of the 20-year life. In other words, it has 11 or 12 
years torun,asI recall. It is 7 years old now, so it would be 13 years. 

The CHarrman. How much interest will be paid on the deferred 
balance? 

Mr. Morse. 314 percent, as provided in the Ship Sales Act. 

The Cuatrman. On the other vessel you recommended 
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Mr. Morse. I think in the other one we also recommended the same 
31% percent interest on the deferred portion of the purchase price. 

The CuarrMan. So the interest will be similar in both cases 

Mr. Morse. Yes, sir. I think the basis is identical in each of the 
two bills. They may have a different life expectancy, but the per- 
cent would be the same. 

The Cuarrman. Any questions, Mr. Seely-Brown? 

Mr. Srety-Brown. No. 

The Cuamman. Mr. Robeson ? 

Mr. Roserson. No. 

The Cuarrman. Mrs. Sullivan? 

Mrs. Suuyivan. No. 

The CHamman. Mr. Tollefson ? 

Mr. Totterson. Would the sale be under terms similar to those 
which governed the sale of the Monterey? 

Mr. Morse. At the same interest rate on the deferred portion of the 
— price. The life expectancy of the two vessels would vary, 

ut otherwise the same terms would apply. In other words, one 
vessel is older than the other so there would be a shorter mortgage 
period for the older vessel. 

Mr. Totterson. Which of the two is the older ? 

Mr. Morse. The A/onterey. 

Mr. Totierson. What is the age of the Za Guardia? 

Mr. Morse. It is 7 years of age. It was built in 1944, as I recall. 
I am sorry, it was built in 1944 so it is now 11 years of age. 

I might mention one thing, that the equipment would be sold for 
cash, the furniture. The mortgage terms only apply to the sale of 
the vessel itself. 

Mr. Totierson. Did I understand you had an amendment to pro- 
pose to the bill? 

Mr. Morse. Yes, sir. In my prepared statement the amendment 
reads: 

Such sale shall be made upon a condition and agreement that the purchaser 
expend at least $1,700,000 to recondition the vessel satisfactory to the Secre- 
tary of Commerce in a domestic shipyard for passenger service, with documenta- 
tion under the laws of the United States. 

I have two points on that. One is I am not wedded to the figure 
of $1,700,000. If it is the wish of the committee to reduce or eliminate 
that amount I have no particular feeling one way or another, but I 
think it would be most Sade that the amendment do specify that 
the conversion work be done in an American shipyard. 

Mr. Toxierson. In connection with the Monterey bill, if for in- 
stance—and I am picking these figures out of the air—the people who 
wanted to buy the Monterey informed you it would take about $10 
million to put it in shape and it was provided that they be compelled 
to spend that much, would that put them in a worse or better bargain- 
ing position with the shipyard ? 

Mr. Morse. If the figure in the bill closely approximates the esti- 
mate of repairs, that would prejudice their position, but I understand 
they anticipate spending a higher amount than the $10 million and in 
those circumstances I do not think the $10 million figure would 
prejudice their position. 

Mr. Totiterson. The same situation is true of the Za Guardia? 

Mr. Morse. Yes. 
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Mr. TotteFson. It would prejudice their bargaining position with 
the shipyard if the amount they needed to spend approached the 
amount specified in the bill ? 

Mr. Morse. It would very definitely. 

Mr. Touxierson. That is all. 

The Cuarrman. How did you arrive at the figure of what should be 
spent in the case of the Za Guardia? 

Mr. Morse. My recollection is that it is a figure which the people 
said to us they were going to spend in excess of in the conversion work, 
so we accepted their statement of $1,700,000 and suggested that it be 
added in the bill. 

The CuarrmMan. Does that answer still hold true with respect to the 
Monterey ? 

Mr. Morse. Yes, sir. 

The Cxarrman. So it is not a figure that you determined; it is a 
figure that the prospective purchaser determined ? 

Mr. Morse. That is correct, for both of them. 

The CHarmman. That was the minimum necessary to put the ship in 
proper condition ? 

Mr. Morse. That is my understanding, yes. 

The CHarrMan. This reduction on the La Guardia that you recom- 
mend, how do you arrive at that figure ? 

Mr. Morse. We have had our technical people review the deficiencies 
in class and Coast Guard requirements and they have computed those 
deficiencies to cost $235,000 to correct. 

The CHarrman. When the ship was returned, was it not in class at 
that time ? 

Mr. Morse. Presumably not, because these are conditions that were 
known to us. 

The CuHarrmMAn. Was it supposed to be returned in class / 

Mr. Morse. The vessel was operated by MSTS for the Government 
account, so it was tweedledum and tweedledee. 

The CHarrmMan. MSTS does about like it wants to with respect to 
turning the ship back to the custody of the Maritime Administration ; 
is that what I understand ? 

Mr.. Morse. I do not think that is a fair statement. I think this 
vessel was used during the Korean war and returned and laid up at 
that time. 

The Cratrman. It was turned over to MSTS from the reserve fleet 
- turned back to you from MSTS and put back in the reserve 

eet 

Mr. Morse. That is right; without repairs. 

The CuarrMan. So that they do about what they want to in re- 
spect to returning the vessel in class? 

Mr. Morse. I would rather not say about that. 

The CHarrMan. Here is one agency that pays the cost of it and 
another agency should pay the cost of it. 


STATEMENT OF THOMAS E. STAKEM, JR., ASSISTANT TO DEPUTY 
MARITIME ADMINISTRATOR 


Mr. Sraxem. This = 1s 4 years past her general survey and 
these are conditions which now exist as a result of nothing having 
been done toward putting her in class in the last 4 years. 


67670—55 4 
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The Cuarrman. That means the same thing. MSTS has a prac- 
tice of returning the vessels to the reserve fleet without putting them 
back in the same condition in which they were received. 

Mr. Sraxem. I think we have our NSA man with us. I would like 
him to answer that question. 

Mr. Morse. This is Mr. Paul A. Sullivan, acting director of NSA, 
and he can testify on the question of class. 


STATEMENT OF PAUL A. SULLIVAN, ACTING DIRECTOR, OFFICE OF 
NATIONAL SHIPPING AUTHORITY, MARITIME ADMINISTRATION 


Mr. Sutiivan. The main reason for the work at this time is that 
she has been laid up about 3 years and the requirements are that 
she be surveyed every 4 years, which are called special surveys. So 
she will have to go through a special survey. It is really an accumu- 
lation of work due to depreciation or wear and tear over the 4 years. 

There may have been some uncompleted repairs at the time she 
was — up but it was considered at that time not prudent to do that 
work. 

The Cuarrman. The reason I asked the question, in the trade-in 
of tankers you require the tankers to be delivered to the Government 
in class. Was this ship in class when you took her ? 

Mr. Sutiivan. Yes, sir. 

The Cuarrman. Does it cost so much to have a general survey ? 

Mr. Suutivan. It will now; yes, sir. 

The Cuarrman. If she was in class and properly stored, how does 
it cost that much ? 

Mr. Sutiivan. It is mainly the lapse of time. 

The Cuarrman. You mean she has deteriorated that much? 

Mr. Sutuivan. And the fact that the American Bureau will re- 
quire opening up all the machinery, which is quite a big job for a big 
ship of that type. 

Mr. Auten. Mr. Chairman. 

The Cuatrman. Mr. Allen. 

Mr. Auten. Would that work have to be done even if the ma- 
chinery would be found in perfect condition ? 

Mr. Sutiivan. The opening up would have to be done and the 
extent of the work would depend on what is found when it is opened 
up? 
"The Cuatrman. And it costs this much just for that? 

Mr. Sututvan. For known work in addition to the opening up. 

Mr. Morse. We would be happy to supply for the record the esti- 
mate of the ship-repair people. The known work outstanding at time 
of redelivery was estimated to cost about $49,000—mostly for hull 
sandblasting, washing, and painting. The specifications for work 
now required solely to keep the ship in class has been estimated by our 
ship-repair people to be $235,000. 

The Crarrman. It seems to me you would be interested in this 
because these are your funds and the expenditure reflects on your 
operation whereas MSTS rides on everybody’s funds. 

Mr. Morse. After World War II there was a very similar situa- 
tion, they were laid up without any repairs having been effected, and 
I would assume this was a similar situation. 
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Mr. Suniivan. Except all work deemed to be advisable was ac- 
complished before the ship was put away. 

Mr. Ray. Mr. Chairman. 

The CHatrmMan. Mr. Ray. 

Mr. Ray. Was there an inspection of any kind when the ship was 
redelivered ? 

Mr. Sutuivan. Yes, sir. 

Mr. Ray. She was in class? 

Mr. Sutxivan. She was in class. You see, she had to be main- 
tained in class while she was in operation, and when she came back 
she was in class. There might have been some deferred items. The 
American Bureau will permit some items to be deferred for 6 months 
or maybe a year. 

Mr. Ray. Was she inspected at that time? 

Mr. Suttivan. She was inspected at that time. 

Mr. Ray. And do you have a report on her condition at the time 
she was turned back ? 

Mr. Sututvan. Yes, and MSTS was required to do all the work 
deemed necessary at that time for proper preservation. 

Mr. Ray. That is all. 

The CHatrmMan. Any other questions? 

Mr. Casey. I notice they are going to put some furnishings on the 
La Guardia from materials that are on hand, and you have specified 
you will charge the purchaser 25 percent of the original acquisition 
cost for such furnishings. 

Will you explain what those furnishing are, how old they are, and 
how you arrived at the 25 percent figure ? 

Mr. Morse. The purchasers are being given the option to select 
furniture in storage removed from the Uruguay. The furniture is 
about 10 years of age. Our people say the best price we could expect 
to recover for this Tundions if sold on a negotiated basis under care- 
ful supervision would be approximately 25 percent of its original cost. 

Mr. Casry. So that you are specifying the highest price that could 
possibly be obtained for this material on a carefully supervised ne- 
gotiated basis ? 

Mr. Morse. Yes, sir. 

The Cuarrman. Any further questions? 

Does that conclude your general statement with respect to the 
La Guardia? 

Mr. Morse. Yes. 

Mr. Casey. If these ships operate on the Hawaiian run, to what 
extent does the Maritime Administration have any control over the 
schedules of the ships or the rates charged on the two ships? 

Mr. Morse. I am sure we have no control over the schedules. On 
the rate, I have to think whether the rates are under the jurisdiction 
of the ICC or the Maritime Board. Yes, we do have jurisdiction over 
the rates in the Maritime Board. 

Mr. Casey. You will hold a mortgage on both of these ships for 
a considerable amount of money ? 

Mr. Morssz. Yes. 

Mr. Casry. And they will be in competition to some extent with 
each other ? 

Mr. Morse. Definitely. 
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Mr. Casey. And while there is only 1 ship in service now there 
will be 3 after these 2 ships are put on, if they are? 

Mr. Morse. Yes. 

Mrs. Sutiivan. May I ask one question ? 

The Cuatrman. Mrs. Sullivan. 

Mrs. Sunnivan. Perhaps it was answered before. Why are these 
ships being sold ¢ 

Mr. Morse. We are anxious to have them in operation, resulting 
in more employment in the shipyard in the conversion work, and 
resulting in the employment of approximately 250 or 300 seamen on 
each ship. 

Mrs. A Will they be operated from the United States? _ 

Mr. Morse. Yes; they will remain under American flag and run 
from the Pacific coast to Hawaii and return. 

Mr. Mitier. They will only run to Hawaii? 

Mr. Morse. Yes, sir. 

Mr. Mutter. Is not Matson contemplating opening up the Austral- 
jan trade again ¢ 

Mr. Morse. Yes; but that is the subsidiary company, Oceanic 
Steamship Co. They are buying two mariner-type vessels to convert 
for that trade. 

Mrs. Sutxivan. That is to be passenger and freight ? 

Mr. Morse. Primarily passenger. 

Mr. Mitter. Is the Monterey the sister ship of the Lurline? 

Mr. Morsr. I think the Monterey is the sister ship of the Mariposa, 
All three are sister ships. 

The CHarrman. Let the Chair say that it was apparently shown 
in a series of hearings that this committee has just completed, that 
there is a definite lack of sufficient water transportation facilities 
between Hawaii and the mainland. 

Mr. Morse. That is true. 

The Cuarrman. That is the impression I got from the series of 
arings we conducted. 

Mr. Morsr. Yes, sir. 

The Cuarrman. And on that basis the Chair took up these bills, 
The Chair realizes that at this late date it is rather doubtful we can 
do anything on them in a legislative way on the floor of the House, 
but I think the time is ripe to consider additional service in that area. 
That is why these bills were brought out at this time before the 
committee. 

Mr. Auten. Mr. Chairman, it seems to me there should be added 
to that statement the fact that while service is now being exceeded by 
the demand, the rate of growth of facilities in Hawaii would indicate 
that in the future a great deal more transportation than is now avail- 
able would be required. 

Off the record. 

( Discussion off the record.) 

The Cuarrman. If there are no further questions of this witness, 
we thank you very much. 

The next witness is Mr. Peet of the Matson Navigation Co. 

Give your full name for the record, Mr. Peet. 


] 


® 
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STATEMENT OF W. CREIGHTON PEET, JR., ASSISTANT VICE 
PRESIDENT, MATSON NAVIGATION CO. 


Mr. Peer. My name is W. Creighton Peet. I am assistant vice 
president of the Matson Navigation Co. 

I am appearing before you to discuss House Joint Resolution 369. 
I do not have any prepared statement. 

The Cuarrman. There are 3 or 4 of these bills. Do you have any 
preference ? 

Mr. Peer. I did not intend to comment on the La Guardia bill. 

The Cuatrman. There are 3 or 4 bills on the Monterey. 

Mr. Peer. I think they are identical. 

The CHatrman. You may proceed. 

Mr. Peer. The primary purpose of this legislation as we see it is to 
return to private ownership and operation under the American flag a 
former passenger vessel that is now idle in the national reserve fleet. 

Under the terms of this resolution if Matson is able to acquire the 
ship, all the funds for acquisition and reconditioning will come from 
private sources. There is no Government subsidy involved either for 
acquisition or reconditioning. 

We came to the conclusion to ask for this legislation because we 
had explored every possibility to find additional tonnage that could 
be operated in the expanding tourist trade to Hawaii. 

I think I mentioned a couple months ago before this committee that 
a replacement for the Zwrline would cost upward of $30 million today. 
We do not see how a ship costing that much money can be built and 
operated without some form of aid. So we therefore came back and 
sought this legislation to enable us to purchase the Monterey. 

The Maritime Administrator has recommended enactment of this 
bill but has suggested that the formula for computing the price be 
amended from the form in which it was introduced. I would like to 
make a few comments on this subject. 

We did not negotiate a price with the Maritime Administration at 
a fixed figure which is, re what should have been done. We did 
not do so for several reasons, the principal one, I would think, bein 
that after all this ship was sold to the Government by a wholly owne 
subsidiary of Matson, and we recognize that the Administration might 
feel that 1t would be criticized if it sold it back to the parent company 
at a price which was substantially below the figure at which the Gov- 
ernment had acquired it. 

That has nothing to do, however, with the actual value of the ship 
for commercial operation under the American flag. Assuming this 
vessel were put up for competitive bidding without an upset price, I 
doubt if you would get a bid of $1. The reason is that the cost of 
conversion and the cost of operation under American flag without 
Government aid is high, and we do not feel we could get sufficient 
passenger revenue to give us a fair break on a profitable operation on 
the route. 

We would feel, however, that a price that was comparable to the 
world market price would be a fair price to the Government. The 
best evidence we have on the world market price is the sale of the 
Mariposa several years ago, to which Mr. Morse referred in his testi- 
mony, for $2,125,000. Therefore, in considering the formula in this 
bill we used a 10-year depreciation figure, which came out at approxi- 
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mately $2,161,000. I think Mr. Morse testified the Maritime staff felt 
the 10-year depreciation was satisfactory. 

Actually, the ship was built in 1932, so it has been for that purpose 
fully depreciated, and we felt the 10-year basis was a representative 
term of years that could be used in reaching this price. 

I think Mr. Morse referred to a world market price for the Mon- 
terey of $3.5 million to $4 million today. If he has such an offer from 
the foreign market, I do not know of it. There is only one possible 
purchaser from the foreign market I know of, and that is the same 
company that owns the Mariposa. They have indicated an interest 
in this vessel and have indicated they would not pay even as much 
as they paid for the Mariposa. So I think it is fair to say the world 
market price is substantially less than $2.1 million, which brings us 
to this situation: That a domestic operator has indicated a willingness 
to pay more than the world market price. Usually, it is the other 
way around. 

I think that is the only real point of issue between the Maritime 
Administration and ourselves, and it is submitted to you for your 
consideration of all the facts. I think it must be recognized that we 
intend to spend upward of $10 million to recondition the vessel. If 
we could get it done for $10 million, we would consider ourselves 
most fortunate, indeed. So we would have an overall investment in 
this ship which runs into a very substantial figure. Our projection 
of operations indicates the vessel would have to maintain a high 
level of occupancy in order to make this a successful venture. 

We are prepared, if the bids are satisfactory, to go ahead, but it is 
contingent on getting a reasonable bid from the shipyards after this 
legislation is enacted, if it is enacted. 

The CuarrMan. You now operate how many vessels in that trade? 

Mr. Pret. One passenger vessel, the Lurline. 

The CHatrMAn. How many freight vessels? 

Mr. Pret. We have 22. 

The Cuatrman. If this transaction is completed and this ship goes 
into the trade, and should another ship go into the trade, what would 
be the condition with three ships operating? 

Mr. Pret. From the standpoint of competition, do you mean? 

The CHarrMan. Yes, 

Mr. Peer. I presume each one will solicit as much business as he 
can. As we see it, it is largely a question of the type of service you 
can offer at a price. We do not think we can really compete with 
the airlines on a price basis, so, therefore, we have to furnish superior 
service on the ship to make people feel it is part of their vacation 
when they are at sea. 

The Cuairman. The potential is there? 

Mr. Peer. The potential is there if transportation can be afforded 
at a figure that will meet that demand. 

The CuarrMan. Have you gone into the field of labor to ascertain 
whether or not with additional ships there would be additional labor 
trouble? 

Mr. Pret. We are presently working through the maritime union 
trying to establish long-term agreements with respect to the Oceanic 
vessels. We do not have them yet. Weare hopeful we will get them. 
The same situation applies here. We feel the unions should be inter- 
ested in this substantial volume of employment that would be avail- 
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able to them. It is year-round employment and very attractive from 
a seaman’s point of view because it is a short run and they do not have 
to spend a great deal of time at sea. 

he CuarrMan. Approximately how many additional people would 
be employed in the seamen’s union if these two ships were added ? 

Mr. Peer. On the Monterey there would be around 400. 

The Cuarmman. In your opinion, would there be an opportunity 
for more union trouble with 2 or 3 ships than there would be with 1? 

Mr. Perr. That is always so. As I mentioned before, a passenger 
ship is a vulnerable unit, and the more there are the more opportunities 
there are. 

The Cuarrman. Mr. Tollefson. 

Mr. Totierson. These ships would be operated on a nonsubsidized 
basis, would they not ? 

Mr. Peer. Yes. 

The Cuartrman. If they were sold to a foreign purchaser, particu- 
larly the Monterey, the $10 million you anticipate spending to recon- 
dition her would not be spent ? 

Mr. Peer. That is certain. 

Mr. Toutierson. And if she were operated under a foreign flag, the 
seamen operating her would not be American seamen, they would be 
foreign seamen ? 

Mr. Peer. That is right. 

Mr. Totterson. So even if the ship were worth more on the world 
market, a lower price to you would keep that money and employment 
here? 

Mr. Perr. That is true. 

Mr. Totierson. You say you do not agree with the Maritime Ad- 
ministration with respect to the world price? 

Mr. Peer. No. We have been in constant touch with the prospec- 
tive purchasers for use under foreign flag, and I think we have a pretty 
good idea what they would pay. 

Mr. Totterson. How long has this ship been laid up? 

Mr. Peer. Since 1952; it will be 3 years next month. 

Mr. Totzterson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Allen. 

Mr. Auten. If my mathematics are correct, it seems we would 
have a 30-percent deduction from the $3 million price for depreciation ? 

Mr. Peer. For the 3 years as of August 6, 1955, the figure runs to 


$2,161,000. 
Mr. Auten. The figure that would be recommended would be 
$402,000 off the price? 


Mr. Peer. But add $500,000 to the price. 

Mr. Auten. After you have paid that money you would apportion 
the remainder over a 15-year life? 

Mr. Peer. Certainly no more than that; probably less. 

Mr. Auten. Does that mean the difference would be $61,000 a year 
and amortization about $500 a month? 

Mr. Peer. I will take your word for it. I have not made that cal- 
culation. 

Mr. Auten. The $64 question is, does $2,650 a month make that much 
difference ? 

Mr. Prer. Yes; it should. This would be a thin operation at best. 

Mr. Auten. What is the monthly payroll? 
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Mr. Perr. The annual wages we estimate on the Monterey would 
be $2.7 million, which is approximately what they are on the Zurline. 

Mr. Auten. The income taxes would be far more than what the 
Government would lose on it. 

Mr. Peer. That is true. 

The CHarrman. Any other questions? 

Mr. Petty. Mr. Chairman, I would like to clear up a point. From 
Mr. Morse’s testimony it would seem that the interest on the un- 
paid balance is 5 percent. I notice these various bills call for 314 
percent per annum. 

Mr. Prer. The interest is the same. He was talking about depre- 
ciation, I believe. 

Mr. Morse. I was in error. It is 314 percent interest on each of 
the 2 bills. 

Mr. Petry. I think the record of Mr. Morse’s testimony should be 
changed and show 314 percent interest on the unpaid balance. 

The Cuatrman. Is your.testimony incorrect, Mr. Morse? 

Mr. Morse. Yes. I used the figure of 5 percent for interest. It is 
31% percent in each of the bills. 

The Cuatrman. Does the 314 percent conform with the interest in 
the Ship Sales Act? 

Mr. Morse. Yes. 

The CuHarrmMan. How did you get the 5 percent ? 

Mr. Morse. It was an error when I was testifying. It should be 
corrected to 314 percent instead of 5 percent. I am glad Mr. Pelly 
called attention to that. 

The Cuarrman. Any further questions? 

Mr. Maruuiarp. As a matter of curiosity, is it Matson’s intention 
to operate the Monterey substantially as the Lurline? 

Mr. Peer. Approximately the same. We would probably eliminate 
some of the de luxe rooms and have more regular rooms. 

Mr. Maru1Axv. But it is not a different operation in that the Lwrline 
has first-class and tourist? 

Mr. Perr. No. We have gone into tourist and do not believe it 
would pay us to compete with the airlines. 

Mr. Matxurarp. Do you know if it is the intention to operate the 
La Guardia essentially as a competing service ¢ 

Mr. Peer. I think you should ask them directly. I think they hope 
to tap the tourist trade. “104 

Mr. Maiuiarp. You are not interposing any objection to compe- 
tition? 

Mr. Peer. Not at all. We hope they can operate successfully. We 
welcome that. We have no objection to that at all. 

Mr. Maiuur1arp. That is all. 

The Cuarrman. Mr. Chase. 

Mr. Cuase. I understand this vessel will carry some freight ? 

Mr. Peer. Very little. 

Mr. Case. What percentage of the operating revenues of the ship 
would be freight revenue ? 

Mr. Peer. It would be negligible. We have to turn the ship around 
so fast that we do not have sifticienit port time. 

Mr. Mutter. This would not affect the operation of any of the 
freighters currently operating ? 

Mr. Peer. No; it would not, 
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Mr. Casey. I have not yet gotten clear the basis for this deprecia- 
tion figure. You maintain that a 10-year basis is proper and the 
Maritime Administration has suggested 5? 

Mr. Peer. Five percent. 

Mr. Casrey. The Za Guardia bill provides for a 20-year life. 

Mr. Peer. The Za Guardia is 11 years old and was built under the 
Ship Sales Act. The Monterey was built in 1932. I do not know that 
the same conditions apply. 

Mr. Casry. That is what I wanted to get, the distinction between 
the two vessels as far as depreciation is concerned. 

Mr. Peer. I tried to make it clear that in a sense we worked back 
from $2.1 million, which we thought was a fair price in the world 
market. The difference is $900,000. It is depreciated on a 10-year 
basis, which we think is justifiable. 

Mr. Casey. Your mathed of calculating it was to arrive at a fair 
price and then work depreciation back from that ? 

Mr. Peer. That is right. 

Mr. Casry. That is a cockeyed way to figure it. 

Mr. Perr. We figured that was the price that was justified and a 
fair price to the Government, particularly in view of the fact we knew 
on the foreign market they could not do that well. 

Mr. Casry. You are in here as a representative of Matson, and 
Matson is not named in this bill anywhere, and yet you say the foreign 
line that runs the J/ariposa talked to you. Why did they? 

Mr. Peer. They thought we might be interested in going into a 
joint venture with them. ; 

Mr. Casey. A joint venture with them with a foreign flag in the 
Hawaiian service? 

Mr. Perr. No; this is foreign trade. 

Mr. Casey. So that you would get together and buy the Monterey 
jointly ? 

Mr. Peer. It was an exploratory discussion along that line. 

Mr. Casey. That would be the only reason for talking to those 
people about buying the Monterey? 

Mr. Peer. That is correct. 

Mr. Casey. This price that is stipulated in the bill is stipulated as 
an upset price. Basically my conception of an upset price is one that 
is rockbottom, one that you are certain you will not let the property 
go at less than that, and it is not considered a fair and reasonable 
negotiated price. 

Mr. Prer. If this were put up strictly for competitive bidding, I 
do not think you would get a bid for $1 for this ship. We suggested 
the upset price because we knew that the Government had bought the 
ship from Oceanic and the Administration might be subject to severe 
criticism if it sold it to Matson at a price that might be considered a 
token payment. We consider $2.1 million represents the fair world 
market value. 

Mr. Casey. When the Government bought that ship from Oceanic, 
it was considered that the price the Government paid at that time 
was a fair price? 

Mr. Peet. It was less than the appraisal at the time. But you are 
talking about two different things. The cost to replace the ship in 
its present condition would be $10 million to $12 million. The Gor: 
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ernment got a good asset for national-defense purposes when they 
paid $3 million. The appraisal at the time was more than that and 
it was more than that on the books. 

Mr. Casey. Of course, the ship is not being used now. 

Mr. Peer. No. 

Mr. Casey. Has it been preserved ? 

Mr. Peer. Yes; it has been preserved. 

Mr. Casey. Is it in essentially the same condition today as when 
the Government bought it? 

Mr. Peer. Yes; of course it has been preserved in accordance with 
the — practice as a reserve fleet vessel, not as well as a Navy 
vessel. 

Mr. Casry. Forgetting depreciation for the minute, if the Govern- 
ment paid a fair price for this vessel in 1952 you want the same vessel 
now, which is esesntially in the same condition, for 30 percent less 
than the Government paid for it. 

Mr. Peer. We are talking about two different things, Mr. Casey. 
One is the price to the Government as a ship for national-defense 

urposes. You look through it and see what is in the ship, and there 
is today a $8 million or a $9 million value, and if you wanted to 
replace it today it would cost more than that. So, from the stand- 
point of a potential troop transport in time of emergency you have a 
very sound basis for the $3 million figure, but if you are talking about 
operating a ship in a commercial operation in the domestic trade 
where you have to obtain sufficient revenue in order to pay the ex- 
penses of operation you cannot afford to pay $3 million for the or 

Mr. Casey. Of course, without prolonging the discussion, basically 
the thing is that we would have that ship available as a unit for 
national defense whether you had it or whether it was still in the 
reserve fleet. 

Mr. Peer. Except that it would not be in operating condition, and 
you would have to spend money to put it in operating condition. 

Mr. Casey. But you do not have it in operating condition today. 

Mr. Peer. But if the ship were needed for national-defense pur- 
poses the Government would have to spend practically the same 
amount of money which we are spending at our own expense to put 
it into operating condition. 

Mr. Casey. What arrangement will be made with the other com- 
eting companies in this trade if these two vessels are sold now, so 
ar as routings and schedules are concerned, so that there will not be 

any cutthroat competition resulting from the transaction ? 

Mr. Peer. I assume they would join the Transpacific Conference 
which covers vessels operating in the Pacific Ocean. I do not think 
that they have applied for membership. 

Mr. Auten. Mr. Chairman. 

The Cuarrman. Mr. Allen. 

Mr. Aten. On that point is it not true that the Maritime Board 
will determine the rates charged by each company ? 

Mr. Perr. Yes; the rates have to be filed with the Maritime Board 
in the domestic trade. 

Mr. Arxen. And if they are not fair and reasonable can the Mari- 
time Administration disapprove of them ? 

Mr. Peer. They can. 

Mr. Totierson. Mr. Chairman. 
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The Cuarman. Mr. Tollefson. 

Mr. Totterson. On this price business does it not amount to this 
that Matson is going to bid the lowest price that is authorized by this 
bill and if anyone else wants to buy this vessel at a higher price they 
are welcome to do so? 

Mr. Peer. Yes, sir; that is correct. 

Mr. Toutierson. In connection with the difference between your 
spending the money to put the ship in shape and the Government 
spending the money to put the ship in shape, in the event of an emer- 
gency the emergency would be upon the Government before the ship 
was in shape? 

Mr. Peer. That is right. In the event of an emergency it would 
take them 8 to 12 months to have the ship available, whereas if we 
buy it and finish it it will be immediately available. 

Mr. Totierson. That is all, Mr. Chairman. 

Mr. Van Pevr. Mr. Chairman. 

The Cuarrman. Mr. Van Pelt. 

Mr. Van Petr. Can you or Mr. Morse tell the committee what it is 
costing the Government to maintain this ship in its present laid-up 
form ¢ 

Mr. Peer. I could not, maybe Mr. Morse could. 

Mr. Morse. We will have to supply that for the record. We have 
this in ships laid-up, and it is iookaiel in the overall pattern. 

Mr. Van Pett. Could you gust hazard a guess as to what it might 
amount to? 

Mr. Morse. Just hazarding a guess, it would be $8,500 a month for 
maintenance and the preservation. 

Mr. Van Petr. Which is just the labor cost ? 

Mr. Morse. For just the labor cost ; yes, sir. 

Mr. Van Petr. So it represents no interest at all on the amount of 
the investment ? 

Mr. Morse. No. 

Mr. Van Pett. It seems to me that we are straining at gnats a little 
bit when we talk about depreciation and the gentleman testifies that 
it would take 8 months to put the ship back into condition for defense 
purposes. I would certainly like to see this ship, which was con- 
structed in 1932, put into operation instead of continuing to spend 
money onit. That is all, Mr. Chairman. 

The CHatrMan. I assume, since there are several bills which are 
similar, that there was a general understanding between you and the 
representatives of the Maritime Administration before this bill was 
introduced ? 

Mr. Peer. They prepared the draft of the bill. 

The CuHarrMAn. Sort of an informal agreement. You had several 
informal conferences to get to these figures, did you not? 

2a Pret. Yes, sir; although we did not exactly negotiate with 
them. 

The CuarrmMan. But you generally understood ? 

Mr. Peer. Yes. 

The CuatrMan. Would you say that on this matter of depreciation 
you could not get a general understanding on that before this bill 
was brought down here? 

Mr. Peer. We thought we had a general understanding. Then 
toward the end we were advised, Mr. Morse advised us that he was not 
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prepared to go along on that particular point, so that up to that time 
we felt we were in agreement. 

The CHairman. But you still let the bill go ahead. 

Mr. Peer. He said go ahead and put it in the bill, because we were 
getting late in the session, and we apparently could not iron that 
point out. 

The CHarrman. How serious is it ? 

Mr. Peer. Well, it is $500,000 worth of seriousness, and if left to 
strict negotiation a fair price would be considerably less than what we 
are talking about. 

The CuarrmMan. That is, of course, the way you figure. 

Mr. Peer. I do not think that there will be any substantial disa- 
greement on that, Mr. Chairman. 

The CuHarrMAN. Your associates sold this ship for a great deal more 
than that, by your own testimony. 

Mr. Peer. For $3 million, yes. 

The CuarrMan. So you violently disagree with respect to this item ? 

Mr. Peer. Well, we just disagree on the depreciation item, that is 
all, Mr. Chairman. 

Mr. Petty. Mr. Chairman, may I ask a question ? 

The CHAarrMan. Yes. 

Mr. Pexuiy. I would like to ask the speaker if it is not true that 
you can operate two ships at a cost per ship for much less than you 
can operate one ship alone? In other words, your overhead is going 
to be cut in half, and is there not a great deal of value in getting this 
other ship into operation ? 

Mr. Peer. There is a saving in overhead, yes, but even giving effect 
to that, the operation is a very thin one. 

Mr. Petiy. I can understand that the operation is a thin one, but 
I still think that you are naturally trying to buy the ship at the lowest 
price you can, and at the same time I think that this committee should 
be looking after the interests of the Government in helping the Mari- 
time Administration to get as much as they can for the ship. 

Mr. Peer. That certainly is highly desirable, and I know Mr. Morse 
in his testimony is thinking of protecting the Government’s interest, 
but we thought that our price was a fair price from the Government’s 
standpoint also. You have to bear in mind that there are differences 
which reach the point where you cannot afford to go ahead. In our 
operation we are not going to do it unless we have some fair prospect 
of getting a normal return, which we could do on the Zwr/ine, about 4 
percent, and that is a pretty skimpy profit when you think of what is 
available in other industries. 

Mr. Petty. Does not the Matson Co. benefit from this by asso- 
ciation ? 

Mr. Peer. The islands do. 

Mr. Petty. But you do not benefit ? 

Mr. Peer. We have a few hotels out there that benefit from it. 

Mr. Petty. And they benefit very directly ? 

Mr. Peer. Yes; that is right. 

Mr. Petty. When you are talking about authorization legislation 
and getting legislation through the House and running into different 
points of view it is well to have the record show that it is better to 
have 2 ships operating in this trade rather than 1, as far as efficiency 
goes. 








AUTHORIZING SALE OF STEAMSHIPS “MONTEREY AND LAGUARDIA” 33 


Mr. Peer. But you have to get twice as many passengers when you 
operate two ships. 

Mr. Petxy. That is correct. I am assuming that you have analyzed 
the market which you have and some of those passengers are going to 
your hotels. 

Mr. Peer. As of today it looks all right. 

Mr. Peuy. I have sat back here and heard people say we have a 
fluctuating business, and we have to have these ships for defense 
purposes and all of that, and I think that is fine, but when we come 
down to financing negotiations we find out that your company sold 
this ship, or a subsidiary did, at a higher price, and now it is trying 
to buy it back at the lowest price they can. I am anxious to protect 
the Government’s interest and at the same time get that ship into 
operation. 

Mr. Peer. We have not had any difference of opinion on that at all. 

Mr. Petty. When the legislation comes before the House I think 
that will be the attitude of a lot of the Members of Congress, but I 
think the record ought to be complete on that. 

Mr. Casey. I will continue with one question in line with the chair- 
man’s question. If this committee should decide to accept the recom- 
mendations of Mr. Morse, so far as the depreciation rate is concerned, 
and to specify that the ship would be sold directly to the Matson Navi- 
gation Co., instead of under this competitive-bid procedure, which is 
really not a competitive bid, since you yourself indicated that nobody 
has bid except the Matson Co., would Matson agree to pay the price 
at that time under the 5 percent per year depreciation rate? 

Mr. Prer. I cannot answer that question because it all depends on 
what the bids would be on the cost of conversion. We do not have the 
bids on that yet, and we would not propose to buy the ship until those 
bids had been obtained. 

Mr. Casey. Could you make that statement after the bill has been 
introduced? Will you actually bid the price specified in the bill 
within that 10-year depreciation rate ? 

Mr. Peer. We will not submit any bid to purchase the ship until 
we obtain bids from the shipyard for its conversion cost. 

Mr. Casey. So that if the bids turn out to be too high it might be 
useless to even pass this bill ? 

Mr. Peer. That is correct. 

Mr. Casey. Of course, that is what happened to this thing before. 
You had the M/onterey one time, and because you got into trouble with 
the conversion work you had to work out this transaction 3 or 4 years 
ago. 

The CHarrman. I am interested to know if we are unnecessarily 
taking up the time of the committee. 

Mr. Peer. No, sir, I do not think so, but I think Mr. Bonner, that 
you will appreciate that before we purchase the ship for whatever 
figure is named in the bill we have to find out what the overall cost 
is going to be, and the only way we can do that is to have plans and 
specifications and repair invitations issued to the shipyards to bid on 
it, and as soon as we receive the bids we can then analyze them in the 
light of the overall cost of the ship, the cost of the hull and the con- 
version cost to see whether it is financially feasible. 

The Cuatrman. In other words, if this becomes law it has to suit 
your pleasure ? 
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Mr. Peer. No, sir. 

The Cuarrman. That is the only way I can interpret what you say. 
If that is the case we are just wasting time here. : 

Mr. Peet. No, the bill says that within 6 months after the date of 
the enactment of the act the ship can be sold. 

Mr. Casey. How long do you think it would take if this bill does 
pass to get the plans and specifications out and get bids in? 

Mr. Peet. We would proceed with that immediately, Mr. Casey. 

Mr. Casey. By the time that was done, would not that come pretty 
close to the end of the 6-month period ? 

Mr. Peer. We think possibly within 6 months. 

Mr. Casey. Generally, does it not take about 3 months for the ship- 
yards to prepare and submit their bids? 

Mr. Peer. And we have before that an awful lot of preliminary 
work to do. 

Mr. Casry. By way of preparing plans and specifications? 

Mr. Perr. Yes, sir. 

Mr. Casry. Have you received any intimation from any of the ship- 
yards as to how much the conversion would cost ? 

Mr. Peer. No. 

Mr. Casry. Where did you get the $10 million figure? 

Mr. Peer. The $10 million is less than the figure that we estimate 
for the cost of conversion. 

Mr. Casey. Who estimated this cost ? 

Mr. Peer. We put in $10 million because we did not want to exactly 
disclose to the shipyards just the price that we thought it would cost. 

Mr. Casry. Who gave you this figure? You are basing this $10 
million figure on something. Somebody must have given you some 
idea about the cost. 

Mr, Peer. Well, our own naval architect and design agents. 

Mr. Casgy. Within what period of time would you be prepared to 
submit plans and specifications for bids? 

Mr. Prerr. We propose to proceed immediately when the bill is 
enacted. 

Mr. Casey. Within what period of time would you be-prepared to 
submit plans and specifications? 

Mr. Peer. Within about 2 months. 

Mr. Casy. Within about 2 months? 

Mr. Peer. Yes. 

Mr. Casey. So that it would come pretty close to 6 months before 
you, would be able to decide whether you want to buy these ships or 
not ¢ 

Mr. Peer. Well, we expect to do it within this 6-month period. It 
was scheduled on that basis. 

Mr. Casey. And that would depreciate the price another $200,000, 
would it not? 

Mr. Pert. It would be $800 a day, I think it is. 

Mr. Casey. Six months would be half a year, and as I understand 
it the depreciation rate is $800 a day. 

Mr. Rorrson. Mr. Chairman. 

The Cuarrman. Mr. Robeson. 

Mr. Roseson. I would assume that you anticipate that this is a 
feasible project which you have in mind, and that you will be able 
to work out all of these things and go ahead with it? 
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Mr. Pret. If the shipyard bids are within the approximate figure 
that we estimate, we think it will be feasible. 

Mr. Roseson. That is not entirely speculative? 

Mr. Peet. Oh, no; certainly not. 

Mr. Roseson. And you have reason to think that it will work out 
all right? 

Mr. Peer. You never can tell about shipyard bids. Sometimes they 
are much higher than anticipated and sometimes they are lower than 
anticipated. 

Mr. Roseson. Yes; I know that. 

Mr. Peer. So that is the element of doubt involved. 

Mr. Roseson. That is all. 

The Cuarrman. Are there any further questions? Thank you very 
much, Mr. Peet. 

Mr. Peer. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 


STATEMENT OF ELMER J. MARTIN, PRESIDENT, HAWAIIAN STEAM- 
SHIP CO., ACCOMPANIED BY R. M. STEVENSON, DESIGN AGENT 
AND MARINE ARCHITECT, AND JOSEPH A. KLAUSNER, WASHING- 
TON, D. C., ATTORNEY 


The Cuarrman. Now, we will hear the representative of the Hawai- 
ian Steamship Co. 

Mr. Martin. Yes, sir. 

The CuHarrman. Will you give your full name and background, 
please, for the record ? 

Mr. Martin. My name is Elmer J. Martin. I am president of the 
Hawaiian Steamship Co. I have a prepared statement. 

The CHaIRMAN. at is your background, Mr. Martin? 

Mr. Martin. I am president of the Hawaiian Steamship Co. 

The Cuairman. How long have you been in the steamship business? 

Mr. Martin. I have never been in the steamship business myself. 

The Cuarrman. And you are president of this company ? 

Mr. Martin. Yes, sir. 

The Cuatrman. And you have never been in the business before? 

Mr. Martin. That is right; it is a new company. 

The CHarrman. What was your business previously ? 

Mr. Mart1n. I used to be in the printing business. 

The CuarrmMan. What else? 

Mr. Martin. That is since school. 

The Cuarrman. All right. 

Mr. Martin. I have a prepared statement, Mr. Chairman. 

(Mr. Martin’s prepared statement is as follows :) 

Our company has been preparing for some time to enter passenger operation 
between California and Hawaii. 

Originally our concept was the charter of the Government-owned passenger 
vessel La Guardia as a tourist class carrier in that trade, and it was based on 
that idea that we appeared before this committee just a year ago requesting 
legislation authorizing the charter. The action of the Congress, the sympa- 
thetic consideration and the speedy enactment of the enabling law are now a 
matter of record. 

Now we appear before you again—this time seeking authority to purchase the 
La Guardia, Our reasons for this step are the following: 
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1. We remain convinced that Hawaii’s future as a tourist center fully 
warrants introduction of new passenger tonnage into the service. From year 
to year travel has continued to grow; every year is a new all-time high of 
travel to Hawaii. In 1954 there were over 91,000 visitors, who spent almost 
$50 million. This was 14 percent more than the approximately 80,000 visitors 
in 1953, who spent $42,600,000. The growth since 1951 has been phenomenal. 
In that year about 52,000 visitors stayed in Hawaii as compared to 1954’s 
91,000. This is an increase of 75 percent in 3 years. For the first time, too, 
hotel accommodations in the islands appear to be keeping abreast of the 
growth of the tourist business. Several large projects have recently been 
completed. In the offing is a huge development in the Waikiki beach area which, 
it is said, may afford hotel accommodations equal to almost half the total now 
available. 

It is our opinion that transportation must keep pace with this growing 
demand. The air companies recognize this. On June 1, of this year, United 
Air Lines boosted its California to Honolulu aircoach service by 40 percent. 
This resulted in 24 scheduled flights a week for this single company. Surface 
transportation must keep up with these developments. The single unit now 
principally serving Hawaii is clearly strained to capacity and has been for 
several years. There is certainly room for expanded ship service. 

The kind of service we propose is in step with the most significant change 
in modern transportation. The new market is the market for low-cost travel, 
creating business which did not previously exist. The aircoach takes advan- 
tage of this trend, offering fares which being travel within the reach of a whole 
new segument of the population. In the case of Hawaii what is known of the 
tourist trade shows that moderate-income families and individuals are already 
an important part of the total. In 1953, for instance, almost 46 percent of 
the heads of families visiting Hawaii were teachers, clerical personnel, office 
personnel, sales persons, students, housewives, and the retired or unemployed. 
Sixty percent of all visitors were women. Thirty-one percent reported $5,000 
or less income for the family. In 1952 the Governor of Hawaii in his annual 
report likewise observed that “Vacationers of modest income are fast becoming 
a large group among Hawaii’s visitors.” Last year, this committee’s report on 
the La Guardia bill recognized the inadequacy of transportation service to 
meet this large and growing demand. It is to this group that we hope to make a 
special appeal. 

2. We have asked the Congress to authorize the Secretary of Commerce to sell 
us the steamship La Guardia for this trade. The La Guardia was constructed 
during World War II and was subsequently converted to a semidormitory style 
for the Mediterranean trade. She was not successful, obviously because Amer- 
icans will not accept such a standard of travel. No doubt that is why she 
never found a commercial use. Thereafter she was operated for some time in 
various other trades by the National Shipping Authority under charter to the 
Military Sea Transportation Service. She has been laid up in the James River 
reserve fleet for about 3 years. 

Our original plans contemplated conversion of the vessel to tourist class 
standards, carrying about 600 passengers mostly in rooms of two. Reexamina- 
tion of our vessel plans indicated to us that certain alternative passenger ar- 
rangements at greater capital cost would provide increased capacity. And we 
wanted that capacity, for on a tourist class vessel it is volume transport that 
determines economic feasibility. 

Bear in mind that our proposed charter agreement specified that the vessel be 
taken out of layup, reactivated, and converted entirely at our expense. This 
we could contemplate within carefully established limits by rigid control of the 
investment in property we did not own. 

It is proposed to increase the La Guardia’s capacity to about 700 passengers. 
Substantial structural work will be required to accomplish this, but in our 
opinion the investment is worth while to fit her for the trade at what we con- 
sider an excellent standard. 

This is a much larger investment than we at first contemplated. My associates 
and I have become convinced that so large an investment should not be made in 
a chartered vessel belonging to the Government, since under the provisions of 
the law the Government is obliged annually to review whether continuation 
of the charter is justified by reasons which have nothing to do with how success- 
ful the operation is. Our opinion is fortified by the fact that another privately 
owned ship is apparently to come into the trade. We cannot under such circum- 
stances prudently accept the risks of charter operation. We believe that the 
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trade with Hawaii is not temporary. In serving it, we likewise do not wish to be 
on a temporary basis. 

We therefore request enactment of this legislation. 

The Cuamrman. How long has your company been in existence? — 

Mr. Martin. Actually the corporation was formed a year ago this 
spring. 

The Cuairman. How many ships do you now operate ? 

Mr. Martin. We have none. 

The Cuarrman. What are the capital assets of your company at the 
present time ? 

Mr. Martin. Approximately $3 million. 

The Cuairman, That is what you have at the present time? 

Mr. Martin. Yes. 

The Cuairman. What is that invested in? 

Mr. Marrin. At this time that will be equity capital invested in 
this company. 

The CuHarrman. How much are you required to spend on the re 
habilitation of this ship ? 

Mr. Martin. We have a fixed bid from a shipyard which would 
be approximately $2 million. That includes the repairs and the 
renovation. 

The Cuamrman. And what is the operating experience of the com- 
pany? Who in the company has had operating experience? 

Mr. Martin. We have people in our group who are in the shipping 
business. 

The Cuarrman. Who are they? 

Mr. Martin. Mr. David Girdwood is a ship charterer and shi 
operator. He is one of our group who is on the Pacific coast aan 
who has offices in San Francisco and Seattle. 

The Cuarrman. How long has he been in the shipping business? 

Mr. Martin. All his life. 

The Cuamrman. What is he engaged in at the present time? 

Mr. Martin. He is a ship charterer and agent. We do not intend 
to operate the ship with our own operating department. We plan 
on using agents for the physical husbanding of the ship. 

The CuHamman. What type of agents? 

Mr. Martin. General agency; that is, someone who is presently in 
the business on the coast who would handle the physical operation of 
the vessel. 

The Cuarrman. Who, for instance? 

Mr. Martin. We have had several contracts offered to us. We have 
not as yet closed any. 

The Cuatrrman. By whom? 

Mr. Martin. That is still more or less confidential. We have not 
disclosed the names, Mr. Chairman. We have had offers from several 
major companies on the Pacific coast, all of whom are recognized by 
the Maritime Board as competent and qualified ship operators. 

Mr. Totierson. Mr. Chairman. 

The CHarrman. Mr. Tollefson. 

Mr. Touterson. As I understand it from your statement, Mr. Mar- 
tin, you believe that there is a field for your operation. You are 
appealing to a class of people who cannot afford to travel, say, on the 
Lurline? 
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Mr. Martin. Yes: and also in the belief that there are those we 
could attract who might even wish to go by - rather than to go 
by air. Our basic price would be considerably lower than the fare 
by air coach. The 5 seacem price we would have would enable people 
to take the trip out and back with us for less than they could fly out 
by air coach. 

Mr. Totterson. Is that not a field that is being given to considera- 
tion by other oa yers in the world ? 

Mr. Martin. , terrifically. For instance, there are 2 new ships, 
1 which has just been commissioned by the British, the Empress of 
Britain. She has a capacity of 150 first class, and 900 tourists. Then 
there is a new Italian finer which is coming into service soon, and she 
has 900 tourist class and 100 first class, and it has apparently devel- 
oped tremendously all over the world. 

It has not developed so much in the domestic trade because there 
is no subsidy involved for a domestic carrier, and I think up to this 
time it has not been practical, or has not seemed practical to endeavor 
to work this out domestically. 

Mr. TotieFson. When the Monterey goes into the Hawaiian trade 
and you go into the Hawaiian trade are you going to be in competi- 
tion with each other ¢ 

Mr. Martin. I think that there is no doubt that we would be to a 
certain degree, yes, both being surface carriers. I think, however, 
that we would actually compete equally as much with the airlines, 
if not more than we would with the surface carriers because there 
are a good many people who want to go by surface now who cannot 
afford to go by surface, and they would prefer to go by boat if they 
could, but instead they take air coach which is cheaper. 

Mr. Touuerson. I take it that you and your people have given this 
matter some study, and that that study has led you to come to the con- 
clusion that while it is a venture it is not too much of a gamble, and 
you anticipate that you will do all right in this service? 

Mr. Martin. Yes, we are reasonably assured that we would. We 
have spent a year and a half studying this very carefully. We have 
had excellent counsel from other people who were in various phases 
of the travel industry, and we are convinced that this is a very 
practical and very sound plan. 

Mr. Totterson. And you people are willing to venture $3 million 
on the project? 

Mr. Martin. Yes. 

I might give you a sidelight on the carriers in the North Atlantic. 
For instance, by surface the carriers have been carrying pretty close 
to 70 percent of the passengers. The latest figures that we have show 
that 70 percent of the movement was by surface carriers, and 30 per- 
cent of it by air. It is almost exactly the reverse in the Honolulu 
trade. The figures for the last year we had available show that 24 
percent of the passengers move by surface, and 76 percent of them 
move by air. So, as the traffic has increased since the war appar- 
ently the desire of the people is to move by surface if they can. 

Mr. TotLerson. You have indicated that you will probably compete 
more with air than with the Monterey or the Lurline. 

Mr. Martin. Certainly just as much. 

Mr. To.teFson. Will you be competing for that group of passengers 
who buy the lowest type of air fare? . 
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Mr. Marri. I think we will to a large extent, yes. I am taking 
these figures out of an exhibit which we had at the hearing last winter. 
We do not consider that we will be competing with the Zurline as 
such. They have a very fine, excellent service, and it is known through- 
out the world as an outstanding service. We do not contemplate that, 
but we do feel that there is a place for ours. By way of comparison of 
the rates there were 43 percent of the Lurline rates that were $300 or 
more one way, and we will have 7 percent of our fares in that class. 
We have cabins existing on the ship now which we do not think it 
would be very practical or economical to tear out. We will leave them 
as they are, and we expect that we will have 7 percent of our passenger 
fares at $300 or more against 43 percent on the Lurline. 

‘ Mr. Totzerson. The rest of the fares would be below the $300 
ure? 

Mr. Martin. Sixty percent would be less than $200. I do not have 
those figures with me, but it seems to me that there are 80 to 100 fares 
which would be not more than the air coach fare, so that there is a 
big allocation of space there that is directly competitive, in fact, 
more competitive with air coach than with surface carriers. 

Mr. Totzierson. That is all, Mr. Chairman. 

Mr. Garmarz. Mr. Chairman. 

The Cuatrman. Mr. Garmatz. 

Mr. Garmatz. Mr. Martin, in connection with this venture of yours, 
has the Monterey changed your way of thinking or the figures enter- 
ing into it, the fact that the J/onterey may go into operation in this 
trade / 

Mr. Martin. I can only say to this extent, Mr. Garmatz, that obvi- 
ously we have done a lot of study of the purchase aspect of the vessel 
before this came up. 

Mr. Garmatz. That is, the Monterey? 

Mr. Martin. Yes; or we would not, in fact, have determined that 
it was practical to do it this way. We have made extensive studies of 
the expanded volume of travel and the additional provisions which 
are being made to handle it, as mentioned in my statement, and we 
propose to increase the Za Guardia’s capacity from 600 passengers to 
(00. Those things were all well known to us. 

The risk involved is somewhat a matter of statute or law, I guess. 
The Maritime Administration is compelled annually to review what a 
chartered ship does as it competes with privately owned tonnage, and 
we feel that we cannot invest that much money in a piece of unowned 
property, the charter of which could be terminated at the end of any 
given year, not because of the success of the venture, or the demand or 
the appeal of it, but strictly on a basis of endangering privately owned 
shipping. I might say that it stimulated our thinking. 

Mr. GArmatz. To your advantage or disadvantage ? 

Mr. Martin. We do not feel that the entry of the Monterey into the 
service has any bearing other than on that one phase of it, because, in 
the first place, the traffic is increasing so fast, and the hotel accommo- 
dations have been increased as indicated ; that is, there has been a 44- 
percent increase this year since January 1, and there is another project 
which contemplates approximately 2,000 more rooms. So the need 
for service is there; there is no question about that, and where the 
Lurline and the Monterey will fill one aspect of the need we will fill 
another. However, the inherent danger is still there that through 
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some economic recession or something, it might curtail the movement 
from the established annual history maybe 10 points or whatever it 
might be, and we could be put in jeopardy, and we just did not feel 
that we could risk that investment on a charter basis. 

Mr. Garmatz, How long is the trip from the States ? 

Mr. Martin. Five nights and four days. 

Mr. Garmarz. That is all, Mr. Chairman. 

The Cnarrman. Mr. Allen. 

Mr. Auten. Mr. Martin, do you have this $3 million equity capital 
all available ? 

Mr. Martin. It is available to us when the bill is passed. 

Mr. AuxeNn. Is that sufficient to make the downpayment, to nego- 
tiate the conversion, and still leave you some operating capital ? 

Mr. Martin. Yes, sir. 

Mr. Aten. In negotiating the transaction did the Maritime Ad- 
ministration investigate the ability of your organization to operate 
the ship after it had been put into commission ? 

Mr. Marttn. I would have assumed that they had, Mr. Allen. I do 
not know. 

Mr. Auten. Did they ask any questions about it? 

Mr. Martin. They certainly will if they have not. I know that they 
have gone to our operating agents, for instance. There is apparently 
no question about it. At least they have never confronted us with 
any problems in that regard. 

Mr. AtiteN. Have you revealed to them your potential operating 
agents ? 

Mr. Martrn. It is still more or less in confidence. We would be 
very happy to tell you in executive session something on that ques- 
tion, but I think in fairness to the people who have made these over- 
tures to us that we would rather not. I can say, however, without 
fear of contradiction that everyone that has made an offer is a per- 
fectly acceptable operator under the American flag. 

Mr. Kuiavsner. I believe, Mr. Chairman—— 

The Cuarman, What is your name? 

Mr. Kiausner. My name is Joseph A. Klausner. I am counsel for 
the Hawaiian Steamship Co. I merely wanted to say that despite 
the fact that this bill is in a sense complete in itself, and does not 
make reference to other bills, I am fairly well persuaded that the Mari- 
time Administration will make the usual statutory findings as to the 
ability financially and from an operating standpoint of the buyer 
before they agree to sell the ship. 

Mr. Auten. I take it, however, that you would have available to you 
before you start the operation the funds with which to complete the 
conversion ¢ 

Mr. Martin. Oh, yes. 

Mr. ALLEN. From that point on if your company failed, what would 
the remedy of the Government be? 

Mr. KuavusNner. At what stage? 

Mr. Auten. After the company started the operation of the ship? 

Mr. Kuavsner. The bill provides that the Administrator may, in 
his discretion, accord us the exclusive remedy against the vessel 
clause, which is written into title XI. We certainly would ask for 
that. It is a matter of discretion of the Administrator. I think re- 
capture of the vessel is the remedy contemplated. 
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Mr. Aten. Would the vessel at that point be any better than it is 
now ¢ 

Mr. Kuavusner. Yes, unquestionably, to the extent of the value of 
the conversion cost. 

Mr. Totzrson. Is there any risk to the Government involved here? 

Mr. Martin. No. 

Mr. Kuavusner. I do not think so; no. 

Mr. Totxierson. In other words, if they had to take the ship back 
they would be getting a better ship back, one that had a couple of 
million dollars spent on it? 

Mr. Kuausner. Yes, sir; that is right. 

Mr. Byrne. Mr. Chairman. 

The Cuarrman. Mr. Byrne. 

Mr. Byrne. Are there any hotels connected with your corporation ? 

Mr. Martin. No, sir. 

Mr. Byrne. In other words, you have the money on hand to make 
the purchase of the ship outside of hotels? 

Mr. Martin. Oh, yes; we have no hotel connections whatsoever. 

The Cuatrman. Mr. Mailliard, do you have any questions? 

Mr. Maru1arp. No, I have no questions, Mr. Chairman, 

The Cuarrman, Mr. Pelly. 

Mr. Petty. No; thank you. 

The Cuarrman. Mr, Chase. 

Mr. Cuase. I take it that it is paid up capital that you have? 

Mr. Martin, It will be paid up capital. There has been no need 
for the capital as yet, and when the capital is required it will be avail- 
able. 

Mr. Cuase. Is that firmly held or is it widely distributed ? 

Mr. Martin. It is an underwriting situation, Mr. Chase, which will 
be made a public issue when the funds are made available. 

Mr. Cuase. Being fairly widely distributed, I suppose? 

Mr. Martin. Yes. 

Mr. Cuase. Through stockholdings? 

Mr. Martin. Yes; that is right. 

The Cuarrman. Are there any further questions? 

Mr. Casey. What is the speed of the La Guardia? 

Mr. Martin. We would operate at 19 knots. 

Mr. Casey. Do you know what the speed of the M/onterey would be? 

Mr. Marttn. I do not know. 

Mr. Caszy. Or the Zurline? 

Mr. Martin. She operates at 19 knots, to maintain schedule. That 
seems to be the traveling speed of the ships of the American President 
Lines which call at Honolulu and also operate at 19 knots. That pro- 
vides a schedule of leaving late in the afternoon and arriving on the 
morning of the fifth day. 

Mr. Petty. Mr. Morse testified on page 2 of his testimony, referring 
to the General Richardson, I guess, to a speed of 19 knots. 

Mr. Martin. Yes. 

Mr. Casey. There might arise some difficulty in scheduling these 
ships where there is 1 company that owns 2 ships and they would like 
to rotate them between Hawaii and San Francisco so that one would 
be leaving Hawaii at one time and the other would be leaving San 
Francisco at another and the third ship comes into the service, a ship 
owned by another company. It seems to me that there would have 
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to be some coordination in scheduling in order that the third ship 
would not be trespassing on the schedule of the others, or you would 
have to have some more or less coordinated schedule with the other 
company. 

Mr. Martty. We have always hoped that that could be worked out 
pretty well, Mr. Casey. It would be physically impossible for 2 
ships the size of these 2 to enter the harbor on the same morning. The 
physical equipment there, the cabs, the buses and things of that kind 
would preclude it. They do not have the facilities and, I think, as a 
matter of fact, it would not be very good on the San Francisco end 
either, because there are a lot of passengers involved and I am sure the 
Matson Navigation Co. has no desire to cause their passengers any un- 
due hardship, and the same thing is true of us. We would not do 
anything which would cause any conflict of any kind. We look for- 
ward to a healthy, competitive situation, and certainly not one which 
would cause either of us possible damage or injury to the feelings of 
our passengers. 

Mr. Mamu1arp. Just as a matter of curiosity, is it your intention 
to use more than one port on the Pacific ? 

Mr. Martin. Not at this time, Mr. Mailliard; no. 

Mr. Maru1A4rp. So that you will not have exactly the same situa- 
tion 

Mr. Martin. Not exactly. 

Mr. Mar1arp. It will create some problems on the Honolulu end? 

Mr. Martin. Yes; Honolulu is the only one in which we would have 
any potential duplication. It is inconceivable to me, however, that 
either of us would allow that to happen. We would simply have to 
get together with our schedules and work it out for future periods of 
time and work out these dates together ; that is all. 

Mr. Matuiarp. Is it your thought now to have as fast a turnaround 
on the Honolulu end as Matson has with the Lwrline? 

Mr. Martin. No; we do not plan to have the same turnaround. 
We plan on being there overnight, which does allow a new thing which 
is not now available. It will be possible for a group to go out there 
and spend half an hour or thirty-some hours in the island and go back 
on the same voyage. A good many people want to go over just for 
the sea voyage, and it gives them enough time to go ashore and look 
around and see the famous Waikiki Beach and to see the other things 
and go back with us, and it is not widely done on the Zurline because 
of their turnaround time out there. 

Mr. Petty. Are you contemplating getting a mail contract? 

Mr. Martin. There is no mail contract in the domestic trade, Mr. 
Pelly. The first ship leaving there takes the accumulation that is on 
hand and the ship arriving at the other end takes that coming back. 

Mr. Petty. Would you have to be accredited or something with the 
Post Office Department ? 

Mr. Martrn. Well, I am sure that would be all right. I checked 
with them out there about it and there did not seem to be any worry 
about that. The military mail is the only mail that is under contract. 
They give a contract for that. 

Mr. Petty. So you assume you would bid on the military mail 
contract ? ‘ 
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Mr. Martin. We have never given it any thought, Mr. Pelly. I 
am sure that we will if the time comes and the contracts are opened 
up, but we have never contemplated it. 

Mr. Petuy. I assume that you are familiar with the experience of 
the Aleutian? 

Mr. Martin. Yes; I am familiar with the experience of the Aleutian. 

Mr. Petuy. She never made one trip. 

Mr. Martin. That is right. 

Mr. Petry. After the hearings that we have had on the problems 
of the maritime industry, I think you are very courageous in realizing 
the losses that accrue from any disturbance when your ships cannot 
operate and the amount of money it costs. 

Mr. Martin. Yes; we know exactly how much it costs per day. 

Mr. Petty. I want to say for the record, since the name of David 
Girdwood has been mentioned, that he is a well known operator in 
Seattle. I believe he had a service to the Mediterranean. 

Mr. Martin. He was an agent. 

Mr. Petity. And he really does know the business because he has 
been operating for many years. 

That is all. 

Mr. Casey. Have you been assured of a long-term contract from 
Mr. Lundeburg to operate this ship? 

Mr. Martin. Yes; Mr. Lundeburg assured us of that. 

Mr. Casey. I think Mr. Lundeburg testified about that. 

Mr. Martyn. He did at this committee; yes, sir. 

Mr. Casey. Have you had any discussion with the longshoremen? 

Mr. Martin. No, sir. We will operate through PMA, and their 
longshoring contracts with the stevedoring company, but we do not 
anticipate any quarrelsome problems any different from anybody 
else. 

Mr. Casry. Will your contract with Mr. Lundeburg be executed 
outside of PMA ? 

Mr. Martin. We do not know. We hope possibly by that time that 
PMA will have arrived on the same basis. 

Mr. Casry. On the same basis? 

Mr. Martin. That is what has been offered to us. I sincerely hope 
that they can achieved the same thing. 

Mr. Casey. So you think you have a pretty good deal? 

Mr. Martin. We think so. 

_ Casry. How about the manning scale for the ship, has that been 
done? 

Mr. Martin. Yes; that has all been determined. That was ne- 
qotnies last spring, and we have approximately 300 personnel aboard 
ship. 

Mr. Casey. Has that been cleared with Mr. Lundeburg ? 

Mr. Martin. Oh, yes. 

Mr. Casey. Is he the only one that you have consulted ? 

Mr. Martin. No; we have consulted with all of the personnel, both 
the licensed personnel and the unlicensed personnel. 

Mr. Casey. What does the Coast Guard require for the ship man- 
ning? 

Mr. Martin. They have certain minimums in various categories. 
However, there are some in which there are no stipulations, the stew- 
ard’s department and things of that kind which are flexible. 
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Mr. Casry. You are well within the Coast Guard requirements? 

Mr. Marttn. This was all cleared with the Coast Guard; oh, yes. 

Mr. Casey. I have no further questions, Mr. Chairman. 

The Cuarrman. Are there any further questions? Thank you very 
much, gentlemen. 

Mr. Martin. Thank you, Mr. Chairman, and gentlemen of the 
committee. 


STATEMENT OF OWEN KANE, LEGISLATIVE ATTORNEY; ACCOM- 
PANIED BY GRAYDON ANDREWS, ATTORNEY, LEGAL DIVISION, 
GENERAL ACCOUNTING OFFICE 


The Cuamrman. There is a witness here from the General Account- 
ing Office, and we would like to hear him at this time. 

Mr. Kane. Yes, sir, 

The Cuatrman. Will you give your full name to the reporter for 
the record ? 

Mr. Kane. My name is Owen Kane, and I am legislative attorney 
for the Office of the Comptroller General. 

The CuarrMan. Does the General Accounting Office have any objec- 
tion to either of these two bills? 

Mr. Kane. Mr, Chairman, the General Accounting Office has care- 
fully analyzed these bills, and we have no information on which to 
oppose the passage of them. 

The CHarrman. Does the General Accounting Office have any rec- 
ommendations as to the proposed bills? 

Mr. Kane. The General Accounting Office would not recommend 
selling or not to sell because that is a policy matter which should be 
decided by the committee, we feel. We have no objection to it. 
ae CuarRMAN. Do you have any amendments to suggest to the 

ill? 

Mr. Kane. There are no provisions in the bill which we feel are 
serious enough to require any change. 

I might mention that the provision with respect to the sale of the 
Monterey requiring competitive bidding, based on the information 
which I have leant from the previous witnesses, and our analysis of 
it, seem to be an empty gesture. It is not actually required. 

The Cuarrman. Are there any questions? 

Mr. Totierson. What do you mean by that? It is apparent from 
the testimony that nobody else is going to bid. 

Mr. Kane. That is the impression I have. 

Mr. Totierson. But you would not prefer to adopt a bill that pro- 
vides for sale only to Matson; would you not prefer to keep the door 
open so somebody else could bid ? 

Mr. Kane. Well, it is the position of the General Accounting Office 
that it is always desirable to have competitive bidding. Whether or 
not competitive bidding would be obtained in this case is highly 
problematical. 

Mr. Auten. Did you make any investigation of the ability finan- 
cially or otherwise, of the proposed buyers of the two ships to operate 
them after getting them? 

Mr. Kane. No; the General Accounting Office would have no juris- 
diction to do that. That would be purely an administrative 
responsibility. 
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Mr. Atten. Do you know whether the Maritime Administration 
has that responsibility and actually carries it out? 

Mr. Kane. The bills provide that the sale shall be made under such 
terms and conditions not contrary thereto as the Secretary may pre- 
scribe. I would assume as a matter of good administration that the 
Secretary would require that an examination be made of the financial 
ability and the operating ability of the persons bidding. 

Mr, AtLEN. Do you know whether in instances in the past they have 
made that type of examination ? 

Mr. Kane. In connection with a subsidy contract to operate, or for 
construction, the Maritime Administrator, of course, is required to 
make certain findings with respect to the ability of the contractors in 
those cases. Of course, the General Accounting Office in carrying out 
its responsibility of auditing and examining competitive contracts 
would check on them to see whether there has been a reasonable deter- 
mination made by the Department in that respect. 

Mr. Auten. Now, assuming that one or both of these vessels should 
fail to operate profitably and that the Government should find itself 
confronted with the remedy of foreclosing its mortgage, have you 
made any determination as to whether there would be any loss or risk 
to the Government involved in entering into the contracts? 

Mr. Kane. Under the terms of the bill, of course, there would not be 
much chance of loss to the Government because the ships would 
be returned at least in the approximate condition that they were, 
and would be improved, of course. Offhand, I do not see how the 
Government, from the standpoint of foreclosure, would suffer a 
monetary loss. 

Mr. Auten. Thank you. 

The Cuatmman. Mr. Garmatz, do you have any questions? 

Mr. Garmatz. No. 

The Cuarrman. Mr. Ray? 

Mr. Ray. No; I have no questions, Mr. Chairman. 

The CHamman. Mr. Chase? 

Mr. Cuasz. No. 

The Cuarmman. Are there any further questions? Thank you very 
much, Mr. Kane. 

Mr. Kane. Mr. Chairman, I would like to have the record show 
that Mr. Graydon Andrews, an attorney from our Legal Division, is 
here with me. 

The CuHarmman. What is your full name? 

Mr. Anprews. Graydon Andrews. 

The Cuamman. Thank you very much, gentlemen. 

Mr. Kane. Thank you, Mr. Chairman. 

The Cuamman. There is a statement by Mrs. Farrington that will 
be inserted in the record at this point. 

(The matter referred to is as follows :) 


STATEMENT OF Mrs. JOSEPH R. FARRINGTON, DELEGATE TO ConGRESS From Hawalt 


Mr. Chairman, I am Blizabeth P. Farrington, Delegate to Congress from 
Hawaii. I appear here in support of House Joint Resolution 369, authorizing 
the Secretary of Commerce to sell the steamship Monterey, and House Joint 
Resolution 389, authorizing the Secretary of Commerce to sell the steamship 
La Guardia. The enactment of these bills will greatly stimulate Hawaii’s tourist 
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business—presently our third largest industry and potentially our largest 
industry. 

At the present time Hawaii is served by only one regularly scheduled pas- 
senger liner, the Lurline. This luxury liner has been operating at near capacity 
ever since her conversion immediately after the war. Her success in this air 
age is proof of the continuing appeal of ocean transportation. 

The addition of the Monterey and the La Guardia to the Hawaiian passenger 
service will meet the increasing demand for surface travel and supplement the 
excellent facilities the airlines are providing our islands. Also, two more ves- 
sels in the Pacific will be an important addition to the maritime industry on the 
west coast. They will mean more jobs for seagoing as well as shoreside per- 
sonnel. Equally important will be their contribution to national defense—two 
lines in service available immediately in time of emergency. 

The Monterey has served in the Pacific before and we of Hawaii feel she should 
certainly serve there again. We feel that she is our ship and we take great pride 
in her. There is a sentiment for her that is deeply rooted in the hearts of our 
pecple. The La Guardia will give Hawaii a new ship, a new name, and a new 
type of service. It is typical of Hawaii to welcome the new when it is good 
and beautiful. In our words the Monterey is a kamaaina, oldtimer, and the 
La Guardia a malihini, a newcomer, who will soon become a kamaaina to us all. 

I strongly recommend the passage of these bills, which will make it possible 
to have this additional passenger tonnage to serve one of Hawaii’s basic 
industries. 

The CHarrman. Also the reports that the committee staff has re- 
ceived on the resolutions will be inserted in the record at this point. 

(The matter referred to is as follows :) 


THE SECRETARY OF COMMERCE, 
Washington, D. C., July 26, 1955. 
Hon. HERBERT ©. BONNER, 
Chairman, Commiteee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: This letter is in reply to your request of July 6, 1955, 
for the views of this Department with respect to House Joint Resolution 369 and 
identical resolutions, including 370, 371, 372, 373, and 380, to authorize the 
Secretary of Commerce to sell the steamship Monterey. 

The joint resolutions would authorize the Secretary of Commerce to sell to a 
citizen of the United States at competitive bidding, within a period of 6 months 
from the date of enactment of the measure, the steamship Monterey and the 
uninstalled materials. The vessel would be sold on an “as is, where is” basis 
at a minimum sales price of $3,081,665.72, depreciated on the basis of a 10-year 
life, from August 6, 1952, to date of award of the contract of sale. Down pay- 
ment would be 25 percent of the said sales price with balance payable in annual 
installments over the life expectancy of the vessel as reconditioned by the pur- 
chaser. 

The sale would be upon a condition and agreement that the purchaser expend 
at least $10 million to recondition the vessel satisfactory to the Secretary of 
Commerce in a domestic shipyard for passenger service, and with documentation 
under the laws of the United States. 

Under the joint resolution, the vessel must remain documented under the laws 
of the United States for a period of 10 years after completion as a passenger 
vessel, or as long as there remains due the United States any principal or interest 
on account of the sales price, whichever is the longer period. The resolution 
would authorize the mortgage covering the unpaid purchase price of the vessel to 
provide that the sole recourse against the purchaser of the vessel under such 
mortgage, and the mortgage secured thereby, be limited to repossession of the 
vessel by the United States. This provision is in accord with the 1952 amend- 
ments of the 1936 act. The resolution would require that, in the event the 
vessel is requisitioned or purchased by the United States, the cost to the United 
States shall not exceed the depreciated sales price of the vessel, plus the depreci- 
ated cost of capital improvements thereon, or the scrap value, whichever is the 
greater. 

The steamship Monterey, a passenger vessel, originally delivered April 29, 
1932, was constructed by the Bethlehem Shipbuilding Corp., Ltd., at Quincy, 
Mass., for the Oceanic Steamship Co., a subsidiary of the Matson Navigation Co., 
with the aid of a Government loan from the construction loan fund of the former 
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United States Shipping Board, under the Merchant Marine Act, 1920. The vessel 
was built at a cost of approximately $8,330,000. The vessel entered service 
from the Pacific coast to Australia and until 1937 received the benefit of mile- 
age mail payments under the Merchant Marine Act, 1928. The ocean mail con- 
tract was canceled as of June 30, 1937. Until December 1941 the vessel was 
operated in this service under the provisions of title VI of the Merchant Marine 
Act, 1936. The principal of the loan was repaid in full with interest by 1942. 

The vessel has a gross tonnage of 18,000 tons, 631 feet overall length, speed of 
20 knots, and passenger capacity of 700. 

During World War II the ship was chartered to the Maritime Commission 
under voluntary and requisition charters, and was operated by the Matson Navi- 
gation Co. as agent of the United States. The approximate amount paid to the 
owner for bareboat charter hire during the war was $4,752,397. 

For the war service the ship was converted to a troop carrier. Large segments 
of the interior overheading were removed in order to permit mass bunking and 
all public spaces were converted to military uses. 

Upon termination of hostilities in 1945, the ship was utilized for the repatria- 
tion of military personnel and civilians. It was redelivered to its owner on 
September 26, 1946, at San Francisco. The settlement, with provision for re- 
building and modernizing the vessel (along with its sister ship, the steamship 
Mariposa) rather than undertaking a restoration as required under the requisi- 
tion statute, provided for the cost of the basic restoration work to be borne by 
the Government, and the modernizing and improvements to be for the account 
of the owner. A redelivery lump-sum agreement between the War Shipping 
Administration and the Oceanic Steamship Co. provided for payment by the 
United States to the company of the sum of $5,653,316, with payment in install- 
ments according to progress of the reconversion work. Work was stopped on the 
reconversion in June 1947, the owner finding that the reconversion expense would 
greatly exceed the allowances from the Government plus the additional funds 
the owner could make available. At that time the work on the ship was about 
30 percent completed and the first one-third installment of $1,884,438.67 had 
been paid. 

After various proposals to effect a settlement as to the steamship Monterey 
(and the sister ship, the Mariposa), arrangement was made in 1952 to purchase 
the steamship Monterey (and to allow the owner to restore the steamship 
Mariposa) under authority of section 902 of the Merchant Marine Act, 1936. 
The Monterey and uninstalled machinery and equjpment were purchased by the 
United States for $3,081,665.72. The ship is now held in layup by the Govern- 
ment at the Suisun Bay, Calif., reserve fleet in accordance with the national 
defense reserve fleet, section 11 of the Merchant Ship Sales Act of 1946. 
Certain equipment belonging to this vessel is stored at Maritime Administration 
warehouses at Richmond and Alameda, Calif. 

The Government's investment in the ship, on account of its purchase in 1952 
for the above-mentioned sum and the amount paid in connection with the re- 
conversion, totals $4,982,368.67 (less adjustment in the sum of $16,259.28 on 
account of certain items not delivered to the United States with the ship but 
paid for by the owner). 

Substantial direct and indirect benefits to the national economy and defense 
would accrue from the sale of the steamship Monterey under the bill. 

There would be increased active passenger ship tonnage under the United 
States flag and United States citizen ownership. Passenger tonnage is in short 
supply. A vessel in active use is a direct asset to our passenger transportation 
service. The employment of United States citizens in operation of the vessel, 
and the use of domestic materials and personnel for repair and maintenance, 
together with taxes arising from such employment and use and from taxes on 
passenger transportation, will be beneficial to the whole economy. 

Such a vessel is of definite reserve value to our national defense in a critical 
category in the event of war or national emergency. It would be in ready con- 
dition for operating to meet defense needs, with less expense to the Govern- 
ment than maintenance in and breakout from the national defense fleet. 

The requirement for expenditure of at least $10 million for reconditioning the 
vessel as a suitable passenger vessel would be of immediate and lasting benefit 
to maintenance of shipyards and for skilled personnel. The reconditioning work 
alone would mean an estimated 850 man-years of shipyard employment. This 
hardly needs to be elaborated on to the members of this committee who have 
long been concerned with the depressed condition of the shipbuilding industry 
in relation to both our commerce and national defense. 
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This Department recommends favorable consideration and enactment of the 
measure. 

It is recommended that the bill be amended in one respect, as follows: 

Page 2, line 3, strike out “ten-year” and insert “twenty-year”’. 

The Bureau of the Budget advises us that there would be no objection to 
the submission of this letter. 

Sincerely yours, 
SINCLAIR WEEKS, Secretary of Commerce. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington, D. C., July 21, 1955.. 
Hon. Herpert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: Your request for comment on House Joint Resolu- 
tion 869, House Joint Resolution 370, House Joint Resolution 371, House Joint 
Resolution 372, and House Joint Resolution 380, identical resolutions to authorize 
the Secretary of Commerce to sell the steamship Monterey, has been assigned to 
this Department by the Secretary of Defense for the preparation of a report 
thereon expressing the views of the Department of Defense. 

The purpose of these resolutions is to authorize the Secretary of Commerce- 
to sell the steamship Montcrey to citizens of the United States who shall expend 
at least $10 million to recondition the vessel, satisfactory to the Secretary of 
Commerce, in a domestic shipyard for passenger service, with documentation 
under the laws of the United States. 

The Department of Defense has no direct interest in the subject matter of the- 
resolutions and interposes no objection to their enactment. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

There has been insufficient time to obtain advice from the Bureau of the: 
Budget as to the relationship of this report to the program of the President. 

Sincerely yours, 
S$. B. D. Woon, 
Acting Judge Advocate General of the Navy 
(For the Secretary of the Navy). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 29, 1955. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


DEAR Mr. CHAIRMAN: Reference is made to your letter of July 6, 1955, enclos- 
ing copies of House Joint Resolution 369, which is identical to House Joint 
Resolutions 370, 371, 372, and 373, authorizing the Secretary of Commerce to 
sell the steamship Monterey, and requesting our views thereon. 

House Joint Resolution 369 proposes that the base sales price of $3,081,665.72 
be depreciated on the basis of a 10-year life from August 6, 1952, to the date of 
awarding the contract of sale. The effect of that provision would be a yearly 
depreciation of $308,166, or a depreciated sales price on August 6, 1955, of about 
$2,157,168. We are informed that the adoption of a 10-year life from August 6, 
1952, is purely arbitrary and is a device to arrive at a sales value as of the date 
of sale. In this connection the Maritime Administrator testified in hearings 
before your committee on July 21, that while the resolution provides for com- 
petitive bidding, it is not anticipated that any bids will be received from other 
than Matson and presumably the sales price proposed in House Joint Resolution 
869 is the result of negotiations with that company. 

In any event, considering the foregoing facts, including the age and incom- 
pleteness of the Monterey and the sales price of the more complete sister ship 
Mariposa, we have no basis for objection to the proposed sales price of the 
Monterey, as stated by the representative of our Office on July 26, during 
hearings of your committee on the proposed legislation. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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Tue SECRETARY OF COMMERCE, 
Washington, July 26, 1955. 
Hon. Hersert C. BONNER, 
Ohairman, Committee on Merchant Marine and Fisheries 
House of Representatives, Washington, D. C. 


Dear Mr. CHarnmMan: This letter is in reply to your request of July 21, 19565, 
for the views of this Department with respect to House Joint Resolution 389, 
and identical House joint resolutions, including House Joint Resolutions 390, 
391, 392, 393, 394, and 395, to authorize the Secretary of Commerce to sell the 
steamship La Guardia.” 

The Joint Resolution 389 and identical resolutions would authorize the Secre- 
tary of Commerce during the period ending 6 months after its enactment, to 
sell the steamship La Guardia and certain materials and equipment therefor, on 
an “as is, where is” basis to the Hawaiiian Steamship Co., Ltd., at a price of 
$3,950,000, with depreciation at the rate of 5 percent per annum from date of 
enactment of the measure to date of execution of the contract for sale. 

The measure, in addition, would authorize the Secretary of Commerce to 
transfer to the said company such additional furnishings, furniture, and equip- 
ment held by the Maritime Administration as are determined to be necessary 
to equip the vessel for the passenger trade. Payment would be made therefor 
at 25 percent of the original acquisition cost thereof as determined by the 
Secretary of Commerce. 

Downpayment would be not less than 25 percent of the sales price with 
balance in annual installments over the remainder of the 20-year life of the 
vessel. The ship if sold would be subject to the requirement of documentation 
under the laws of the United States for not less than 10 years, or so long as 
there remains due the United States any principal or interest on account of 
the purchase price, whichever is the longer. 

The bill would authorize the mortgage covering the unpaid purchase price of 
the vessel to provide that the sole recourse against the purchaser of the vessel 
under the mortgage and notes secured thereby be limited to the repossession of 
the vessel by the United States. 

The bill would further provide that, in the event the vessel is requisitioned or 
purchased by the United States, the cost to the United States shall not exceed 
the depreciated sales price of the vessel, plus the depreciated cost of capital 
improvements, or scrap value of the vessel, whichever is the greater. 

The ship (named steamship General W. P. Richardson) was built for the Mari- 
time Commission in 1944 by the Federal Shipbuilding Co. as a troop transport 
and subsequently used as a troopship. It was redelivered by the War Depart- 
ment in March 1948. The gross tonnage of the vessel is 17,830; length overall, 
622 feet ; and speed, 19 knots. The ship was converted for Maritime Commission 
account to a passenger-cargo ship (type P2-S2-R10) in 1948-49. The ship 
was renamed La Guardia and documented in May 1949 upon delivery to the 
American Export Lines, Inc., under bareboat charter for operation in subsidized 
service between New York and Mediterranean ports. It was redelivered Janu- 
ary 1952, and thereafter delivered to American President Lines, as general agent, 
for operation for the account of the Military Sea Transportation Service for 
transport of personnel and dependents. After redelivery by American President 
Lines in July 1952, it was delivered to the United States Lines Co. under service 
agreement for continued operation for account of the Military Sea Transporta- 
tion Service. It was redelivered by United States Lines Co. to the James River 
fleet in January 1952. 

The Hawaiian Steamship Co., Ltd., on October 6, 1954, filed application for 
bareboat charter of the steamship La Guardia in passenger-cargo service between 
United States Pacific coast and Hawaii. The Federal Maritime Board in Febru- 
ary 1955 fixed a minimum basic rate of charter hire at 8% percent of the statutory 
sales price for a period of 6 years, subject to annual review, plus 50 percent of 
the profits above 10 percent of capital necessarily employed. 

The cost and price for the La Guardia (type P2-S2-R10 as converted in 1949), 
in accordance with the Merchant Ship Sales Act of 1946, are: Prewar domestic 
cost estimated, $8,370,000; statutory sales price, $4,185,000. This sales price is 
reduced in the bill by $235,000, the amount of allowances for American Bureau 
‘of Shipping and Coast Guard classification requirements only, 

* The Hawaiian Steamship Co., Ltd., now desires to purchase the steamship 
La Guardia. It would, of course, be more desirable to have the vessel in opera- 
tion under citizen ownership in accord with the basic policy of the Merchant 








50 AUTHORIZING SALE OF STEAMSHIPS “MONTEREY AND LA GUARDIA” 


Marine Act, 1936, and the Merchant Ship Sales Act of 1946. The present low 
economie state of domestic oceanborne transportation is well recognized. To 
have available passenger tonnage in private service will be in the interest of 
the Government and the public. Placing the vessel in active operation will 
provide work for ship-repair yards, employment for seamen under the United 
States flag, and for the maintenance of a passenger-transportation vessel in a 
ready defense condition. 

We recommend favorable consideration and enactment of the measure. 

It is recommended that the bill be amended as follows: 

At the end of subsection (a) add the following: ‘Such sale shall be made 
upon a condition and agreement that the purchaser expend at least $1,700,000 
to recondition the vessel satisfactory to the Secretary of Commerce in a domestic 
shipyard for passenger service, with documentation under the laws of the United 
States.” 

The Bureau of the Budget advises us that there would be no objection to the 
submission of this letter. 

Sincerely yours, 
SINcLaIR WEEKS, 
Secretary of Commerce. 





DEPARTMENT OF THE NAVY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington, D. C., July 26, 1955. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: Your request for comment on House Joint Resolu- 
tions 389, 390, 391, 392, 393, and 394, identical resolutions to authorize the 
Secretary of Commerce to sell the steamship La Guardia, has been assigned to 
this Department by the Secretary of Defense for the preparation of a report 
thereon expressing the views of the Department of Defense. 

The purpose of these resolutions is to authorize the Secretary of Commerce 
to sell the steamship La Guardia for the sum of $3,950,000. 

The Department of Defense has no direct interest in the subject matter of 
these resolutions and interposes no objection to their enactment. 

This report has been coordinated within the Department of Defense in 
accordance with procedures prescribed by the Secretary of Defense. 

There has been insufficient time to obtain advice from the Bureau of the 
Budget as to the relationship of this report to the program of the President. 

Sincerely yours, 
S. B. D. Woop, 
Acting Judge Advocate General 
(For the Secretary of the Navy). 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., July 29, 1955. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


DEAR MR. CHAIRMAN : Reference is made to your letter of July 21, 1955, enclos- 
ing copies of House Joint Resolution 389, which is identical with House Joint 
Resolution 390, 391, 392, and 394, authorizing the Secretary of Commerce to seit 
the steamship La Guardia (with certain equipment and furnishings), and re- 
questing our views thereon, 

The steamship La Guardia was built in 1944, as a troopship and converted in 
1949 to a cargo-passenger vessel. After being operated under bareboat charter 
and subsequently under a general agency agreement for the account of the 
Military Sea Transportation Service, it was redelivered to the Government at 
the James River fleet in November 1952. 

The Maritime Administration arrived at the proposed sales price of the Lae 
Guardia, $3,950,000, by using the formula prescribed in the Merchant Ship Sales 
Act of 1946 (50 U. S. C. App. 1737). In using that formula, Maritime Adminis- 
tration estimated the prewar domestic cost of the La Guardia at $8,370,000 and 
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the statutory sales price at one-half of that amount, or $4,185,000. By deducting 
its estimate of $235,000 to put the vessel into class, the Maritime Administration 
arrived at the proposed sales price of $3,950,000, on an “as it, where is” basis. 
The proposed sales price is to be depreciated at the rate of 5 percent per annum 
for the maximum period of 6 months during which the authority under the reso- 
lution would continue, or a maximum reduction for depreciation of $98,750. 

Paragraph (b) of Senate Joint Resolution 91 authorizes the sale of additional 
furnishings, furniture, and equipment to equip the La Guardia for passenger 
trade at 25 percent of the estimated original acquisition cost thereof. Accord- 
ing to the testimony of the Maritime Administrator before your committee on 
July 26 this contemplate the possible sale of 10-year old furniture removed from 
the vessel Uruguay and represents what his staff had advised him would be the 
best price they could anticipate on a negotiated sale. 

It might be noted that if the La Guardia were sold under section 705 of the 
Merchant Marine Act, 1936, for use in the foreign commerce, our estimate of the 
sales price thereunder indicates that the sales price of $3,950,000 would com- 
pare favorably therewith. 

As stated by the representative of our Office on July 26, during the hearings 
of your committee, we have no objection to the proposed legislation. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General, of the United States. 


The CHatrMAN. The committee now stands adjourned subject to 
the call of the Chair. 


(Thereupon, at 12 noon, the committee adjourned subject to the 


call of the Chair.) 
x 











